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OVERSIGHT OF STATISTICAL PROPOSALS

TUESDAY, JULY 29, 1997

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON GOVERNMENT MANAGEMENT,
INFORMATION, AND TECHNOLOGY,
COMMITTEE ON GOVERNMENT REFORM AND OVERSIGHT,
Washington, DC.

The subcommittee met, pursuant to notice, at 2:03 p.m., in room
2154, Rayburn House Office Building, Hon. Stephen Horn (chair-
man of the subcommittee) presiding.

Present: Representatives Horn and Sununu.

Staff present: J. Russell George, staff director and chief counsel,
Mark Uncapher, counsel; John Hynes, professional staff member;
Andrea Miller, clerk; David McMillen, minority professional staff
member; and Ellen Rayner, minority chief clerk.

Mr. HORN. The meeting of the Subcommittee on Government
Management, Information, and Technology will begin.

The economic statistics gathered and analyzed by the Federal
Government are integral to public and private decisionmaking. The
financial markets rise and fall based on the data provided by the
government. Federal aid is determined and distributed using this
information. Businesses make a wide variety of decisions with ref-
erence to these statistics. Although sound statistics and analysis do
not by themselves produce sound public policy, they do provide the
necessary foundation from which to identify problems, to evaluate
options, and to monitor results.

We are here to consider three initiatives intended to encourage
greater cooperation and coordination between the Federal Govern-
ment’s statistical agencies.

The first is the consolidation of the three main statistical agen-
cies into a single entity. Introduced last Congress as the Statistical
Consolidation Act, this measure would create the Federal Statis-
tical Service as an independent agency. The Service would incor-
porate the Bureau of the Census, the Bureau of Labor Statistics,
and the Bureau of Economic Analysis. This proposal directly ad-
dresses the need for better coordination and planning among eco-
nomic statistical agencies.

The second initiative under discussion today is the creation of a
commission. Senator Daniel Patrick Moynihan of New York has
proposed that a commission be established to provide “a com-
prehensive examination of our current statistical system and focus
particularly on the agencies that produce data as their primary
product.” The commission would be charged with recommending a
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strategy to maintain a modern and efficient statistical infrastruc-
ture.

The third initiative is a data sharing proposal put forward by the
administration. This measure would designate eight statistical
agencies as statistical data centers and establish new laws to as-
sure confidential treatment of statistical data in this environment.
The bill would allow agencies to propose data sharing projects and
would provide protections for the confidentiality of information.

All of these proposals share the goal of improving Federal statis-
tical systems by reducing the organizational and legal barriers to
greater coordination. Each seeks to address the fragmented nature
of the Federal Government’s statistical agencies. Our challenge
now is to build a consensus for concrete steps toward reform. A
very productive discussion has been under way for several months
now between the House and the Senate. We are working for a
rough outline for reform and are confident that an agreement will
soon be reached between the two legislative bodies.

We are fortunate enough to be joined by experts who can help
us move toward a consensus proposal. We begin with the view from
the administration: Sally Katzen, Administrator, Office of Informa-
tion and Regulatory Affairs, Office of Management and Budget.
After Ms. Katzen, Dr. Edward J. Sondik, Director, National Center
for Health Statistics, and Mr. Jay Hakes, Administrator, Energy
Information Administration, Department of Energy, will round out
the testimony from the administration.

We will continue the discussion by turning to some of the top
minds working on statistical issues at the Federal level. They will
help us to sort through the many complexities involved in improv-
ing Federal statistics, and we look forward to their testimony.

So welcome to all witnesses. We will begin with this panel. Since
this is a separate hearing, we should swear you in.

[Witnesses sworn.]

Mr. HORN. We will note both Ms. Katzen and Ms. Wallman, the
Chief Statistician of the United States, did affirm the oath.

We will begin with Ms. Katzen.

STATEMENT OF SALLY KATZEN, ADMINISTRATOR, OFFICE OF
INFORMATION AND REGULATORY AFFAIRS, OFFICE OF MAN-
AGEMENT AND BUDGET, ACCOMPANIED BY KATHERINE
WALLMAN, CHIEF STATISTICIAN OF THE UNITED STATES

Ms. KATZEN. Thank you very much, Mr. Chairman. It is a pleas-
ure to return to your subcommittee and to return to a discussion
of this issue.

Your counsel provided me the opening line that I used the last
time I was here to testify on this subject, when I said I hope this
is the first of many opportunities to engage with your sub-
committee on how best to enhance the efficiency and effectiveness
of our Federal statistical activities. I was prescient then, and I am
delighted to return to this subject.

In your opening statement you reflected on the goal—it is a goal
we share—to improve the quality and usefulness of our Nation’s
statistics, even as we seek to maximize the effectiveness of scarce
resources for statistical activities and minimize the burden we im-
pose on the American public.
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When 1 testified before you last March, I outlined a number of
initiatives that we were pursuing to achieve this goal; and I would
like to report briefly on the progress that has been made since that
time.

First, with respect to the strengthening of confidentiality protec-
tions, we have now issued the Federal Statistical Confidentiality
Order which officially took effect yesterday, July 28, 1997. In brief,
this order establishes a consistent confidentiality policy for a dozen
agencies initially and which other agencies may aspire to meet in
the future. The analyses required by the order will provide a com-
prehensive assessment of current disclosure policies and practices
for consistency with this governmentwide policy and will result in
corrective action, if necessary.

Second, we have completed our work with the statistical agencies
to prepare and submit to Congress the administration’s proposed
Statistical Confidentiality Act, which you and Mrs. Maloney intro-
duced during the last session as H.R. 3924. In brief, enactment of
this legislation would: create a credible governmentwide confiden-
tiality umbrella that would guarantee that the entire government
stands behind pledges of statistical confidentiality; create the legal
presumption that data collected for any purpose may be used in a
safe environment for statistical purposes; provide a consistent pol-
icy in all statistical data centers for treatment of confidential sta-
tistical data under the Freedom of Information Act; permit the data
sharing authorities of the Paperwork Reduction Act to work with-
out compromising confidentiality; and provide a privacy sensitive
alternative to the creation of universal data bases that different de-
partments have proposed at one time or another to support their
own policy interests.

In short, the Statistical Confidentiality Act that we have put to-
gether permits the designated data centers and statistical agencies
working with them to share both expertise and data resources in
order to improve the quality and reduce the burden of statistical
programs while preserving respondents’ privacy. Moreover, how-
ever the organizational boxes for the ideal Federal statistical sys-
tem may be drawn, this bill will permit the components of the sta-
tistical system to manage their data as if they were a single, func-
tionally integrated organization. The administration’s bill was
transmitted to the Congress again on June 5 of this year, and we
are eager to continue our work with you toward its introduction
and passage.

Third, there has been progress to enhance coordination and col-
laboration among the statistical agencies in other areas as well.
Perhaps most notably, when Director Raines took the helm at OMB
last summer, he made clear the importance of greater integration
of statistical agencies as a priority for budget review; and, to that
end, he held for the first time in 20 years, a formal Director’s cross-
cutting review of Federal statistical programs. This review served
to identify a set of high-priority, cross-agency initiatives that would
ameliorate the increasing inability of our statistical system to mir-
ror the current economy and to foster accurate allocation of in-
creasingly scarce Federal resources.
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In addition, Director Raines challenged statistical agencies to
demonstrate further evidence of collaboration and to propose inter-
agency initiatives that would address important national priorities.

I am pleased to report that the agencies have accepted that chal-
lenge and identified several activities to further improve the overall
performance and efficiency of the Federal statistical system, includ-
ing addressing the significant statistical issues associated with im-
proving the measurement of income and poverty; organizing our ef-
forts to meet emerging welfare and health data needs; strength-
ening data on national and personal income; and managing the
transition to the new North American Industry Classification Sys-
tem. These and other collaborative initiatives will more closely link
the statistical agencies and address important national priorities.

Mr. Chairman, the rest of my comments are set forth in my writ-
ten statement; and I will not repeat them here.

I would like to use this opportunity to stress the importance of
enacting legislation that would permit limited sharing of data
among the principal statistical agencies for statistical purposes. I
cannot overemphasize how critical this effort is, regardless of what
decisions may be made about reconfiguring the statistical agencies.

I thank you, Mr. Chairman, for your patience; and I would be
pleased to answer any questions you have.

Mr. HORN. We thank you for that statement.

[The prepared statement of Ms. Katzen follows:]
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STATEMENT OF SALLY KATZEN
ADMINISTRATOR
OFFICE OF INFORMATION AND REGULATORY AFFAIRS
OFFICE OF MANAGEMENT AND BUDGET
BEFORE THE
SUBCOMMITTEE ON GOVERNMENT MANAGEMENT, INFORMATION AND TECHNOLOGY
COMMITTEE ON GOVERNMENT REFORM AND OVERSIGHT
U.S. HOUSE OF REPRESENTATIVES
JULY 29, 1997

Mr. Chairman and Members of the Subcommittee:

I am delighted to return to your subcommittee to continue
our exploration of paths toward a goal I am confident we share:
improving the quality and usefulness of our Nation's statistics
even as we seek to maximize the effectiveness of scarce resources
for gtatistical activities and minimize the burden we impose on
the American public.

When we testified before you on this topic last year, we
outlined a number of initiatives we were pursuing to meet this
goal. 1In particular, we discussed our efforts to:

L] egstabligh consistent confidentiality policies and procedures
through an administrative order,

L] draft legislation to create strong confidentiality
safeguards that would permit selected statistical agencies
to work more closely with each other, and

L improve coordination and crogs-agency priority setting in
the current environment.

I am pleased to report today that, working together, the agencies
of the Federal statistical system have made considerable progress
on those initiatives.

With regspect to the strengthening of confidentiality
protections, a function underscored in the Paperwork Reduction
Act of 1995, we have now issued the Federal Statistical
Confidentiality Order, which officially took effect yesterday,
July 28, 1997. 1In brief, this order establishes consistent
confidentiality policy for a dozen agencies initially and which
other agencies may aspire to meet in the future. The analyses
required by the order will provide a comprehensive assessment of
current disclosure practices for consistency with this
government -wide policy and will result in corrective actions
where necessary. In some cases, these analyses may also identify
and bring to the attention of the Congress statutory language
that may have unintended adverse consequences with respect to the
confidentiality of statistical information.
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Second, as you kncw, since we last testified on these
matters, we completed our work with the statistical agencies to
prepare and submit to the Congress the Administration's proposed
Statistical Confidentiality Act, which you and Ms. Maloney kindly
introduced during the last session as H.R. 3924. In brief,
enactment of this legislation would:

L create a credible government-wide confidentiality umbrella
that would guarantee that the entire government stands
behind the pledges of statistical confidentiality offered to
the public by the eight Statistical Data Centers or by any
other agency engaged in joint statistical projects with
these Centers.

L] create the legal presumption that data collected for most
purposes may be used in a safe environment for statistical
purposes. [This was one of the critical insights of the
Privacy and Paperwork Commissions.]

® provide a consistent policy in all the Statistical Data
Centers for treatment of confidential statistical data under
the Freedom of Information Act (FOIA). {Although this was a
matter of some controversy 15 years ago, six of the eight
agencies designated by this legislation (all but BLS and
EIA) now have in place statutes that meet the requirements
of section (b) (3) of FOIA.]

[ permit the data sharing authorities of the Paperwork
Reduction Act (PRA) to work without compromising
confidentiality; by establishing the "functional separation"
principle in law, this legislation would facilitate the use
of PRA mechanisms to promote and manage data sharing for

uses.

L provide a privacy sensitive alternative to the creation of
universal data bases different Departments have proposed at
one time or another to support their own policy interests;
statistical methods (particularly sampling) coupled with
secure data sharing can provide a natural hedge against the
construction of larger data bases that can put privacy at
risk.

In short, the Statistical Confidentiality Act permits the
designated data centers and statistical agencies working with
them to share both expertise and data resources in order to
improve the quality and reduce the burden of statistical programs
while preserving respondents' privacy. Moreover, however the
organizaticnal boxes for the ideal Federal statistical system may
be drawn, this bill will permit the components of the statistical
system to manage their data as if they were a single,
functionally integrated organization. The Administration's bill
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was transmitted to the Congress again on June 5 of this year, and
we are eager to continue our work with you toward its
introduction and passage.

Third, progress to enhance coordination and collaboration
among the statistical agencies has been made in other arenas as
well. Perhaps most notably, when Director Raines took the helm
at OMB last summer, he made clear the importance of greater
integration of statistical activities as a priority for budget
review. To that end, he held the first formal Director's
crosscutting review of Federal statist:cal programs in twenty
years. This review served to identify a set of high priority,
cross-agency initiatives that would ameliorate the growing
inability of our statistical system to mirror the current economy
and to foster accurate allocation of increasingly scarce Federal
resources.

OMB's cross-cutting analyses focused on activities
that cannot be fully reflected in the priorities of any one
Department or agency. These include initiatives to address
fundamental shortcomings in economic statistics, to modernize our
most basic industrial classification system, to institute a
program that will provide more timely and flexible demographic
information, to improve the Consumer Price Index, and to provide
statistical expertise in support of measurement challenges
associated with the Government Performance and Results Act.
These initiatives were ultimately included in the President's
budget submission for FY 1998 and are highlighted in the section
on "Strengthening Federal Statistics” in the Analytical
Perspectives volume of the President's budget.

In addition, Director Raines challenged statistical
agencies, and in particular the Interagency Council on
Statistical Policy, an entity now codified in the Paperwork
Reduction Act, to demonstrate further evidence of collaberation
and to propose interagency initiatives that address important
national priorities. I am pleased to report that the Interagency
Council accepted that challenge, and is in the final stage of
completing a report to Director Raines that outlines several high
priority, cross-agency initiatives.

The initiatives highlighted by the Interagency Council
complement and build on current collaborative accomplishments of
the statistical agencies. The individual agencies already are
partners in myriad activities that foster communication,
innovation, efficiency and improved customer service. Among the
several activities identified to further improve the overall
performance and efficiency of the Federal statistical system in
addressing changes in our economy and society are:

o addressing the significant statistical issues associated
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yith improving the measurement of income and poverty,
including the availability and reliability of data required
to implement any new definitions;

L] organizing our efforts to meet emerging welfare and health
data needs, through design of new questions or other
modifications to existing surveys and the development of
collaborative arrangements with the States;

L] strengthening data on national and personal income by
filling gaps in existing data sources; and

L managing the transition to the new North American Industry
Classification System in a way that provides users with
information to bridge the old and new classification
structures.

These and other collaborative initiatives will more closely link
the statistical agencies and address important national
priorities.

As the Interagency Council pursued this challenge, the
agency leaders once again highlighted the singular importance of
enacting legislation that would permit limited sharing of data
among the principal statistical agencies for statistical
purposes. From the agencies' perspective, the benefits that
would attend passage of this legislation include the following:

[ It would permit development of integrated data base concepts
for information on particular segments of the economy and
society such as educational institutions (NCES, NSF, and
Census), health care providers (NCHS, Census, and some
program-specific agencies), and agricultural establishments
(NASS, Census, and ERS). This approach would reduce current
data collection costs and respondent burden, and would
improve the consistency and quality of sampled data for
meeting the needs of policy makers and the public.

° Collaboration on large sampling framea would improve
accuracy and reduce maintenance costs; a more efficient
division of labor would make it possible to maintain high
quality frames at minimum cost -- both for ligt frames
{Census, BLS, NASS) and area frames (NASS, NCHS, Census).
{Coordination and shared use of relisting information
(updates) in large multi-stage designs would also reduce
frame maintenance costs.]

] Deriving highly targeted frame listings (or sample selection
services) from improved master frames could reduce
duplicative expenditures for many agencies that currently
pay the costs associated with independently developing these
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resources for specific surveys.

[ Permitting access to specific (unpublished) data details
that can resolve uncertainties in particular analyses (e.g.,
anomalies that arise in the GDP estimation process) would
reduce errors in macroeconomic statistics without imposing
additional burden.

L] Coordination of sample selection acrQss agencies could limit
the total reporting burden that falls on any one household
or company (and thus improve the level of respondent
cooperation) . !

Our colleagues from the statistical agencies, including some who
will testify later this afternoon, can provide further examples
and details about opportunities that will be afforded by passage
of the Statistical Confidentiality Act.

We recognize that the Congress currently is considering
legislation that would include both provisions to enact our
statistical confidentiality and data sharing proposals, and
provisions that would study and perhaps lead to some
centralization of statistical agencies. As I indicated in
testimony last year, we believe there are considerable advances
that can be --and indeed are being -- achieved without
reconfiguring the agencies. But regardless of the outcome on
that score, I want to emphasize that the provisions to strengthen
confidentiality and permit limited sharing of data have been
designed from the outset to work effectively in any .
organizational environment. These measures will improve the
performance and effectiveness of the Federal Statistical System
no matter how it is organized -- now or in the future.

Thank you, Mr. Chairman. I would be pleased to answer any
questions you may have.
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Mr. HORN. What I would like to know is, with the Federal Statis-
tical Confidentiality Order which took effect yesterday, July 28,
1997, how much of the matter of limited sharing of data between
agencies has been covered by that particular Executive order?

Ms. KATZEN. It does not cover sharing, but sharing is one part
of a two-part process. The inhibitions to sharing, whether they be
legislative or administrative, to date have been concerned about
how different agencies will treat confidential information. So before
we got to sharing, we wanted to ensure that agencies would keep
confidential information confidential in a consistent, government-
wide approach; and the order that I signed was designed, to that
end, to establish a governmentwide set of standards, or set of prac-
tices to ensure confidentiality.

With that in place, it seems to us that it is now easier to begin
talking about sharing, since you know that, if you give data to one
of the other agencies, these data will be treated with the confiden-
tiality they deserve.

Mr. HORN. As I read your testimony, this really related to car-
rying out the Paperwork Reduction Act of 1995. Am I wrong on
what you are saying on page 1?

Ms. KATZEN. We can use some of the authority under the PRA
to do administratively the kinds of steps that we took in the order.
So we used that authority to do administratively.

In terms of sharing data, which would be the second step, that
requires legislation; and that is why we have sought to work so
closely with you.

Mr. HORN. Give me an example of some of the data sharing that
is needed, cannot be done now because it hasn’t been authorized
by the Congress. Give me an example of what you are worried
about here. What are you trying to achieve?

Ms. WALLMAN. Do you want me to get into the act here?

Mr. HORN. Fine.

Ms. WALLMAN. There are a number of areas where we believe
that progress could be made. The one that is best known to people,
of course, has been the issue of lists or list frames for drawing sam-
ples, both for economic and other kinds of activities in the survey
area.

We also believe that there are areas where having agencies capa-
ble of sharing one another’s information could allow them to check
out some quality issues that have become of increasing concern; but
the agencies are currently, because of their current confidentiality
laws, unable to undertake that sharing.

There are other areas where we see new prospects that merely
haven’t been examined previously given the history of the earlier
legislation—areas in health, for example, where there are new op-
portunities for looking at issues related to industries that have
health activities—health-related activities and hospitals that have
health-related activities—a collage of activities—for example, bene-
fits under these different programs.

My colleagues, actually, from the Energy Information Adminis-
tration and the National Center for Health Statistics will provide
better examples when they talk, and we have a number of other
examples.
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Ms. Katzen mentioned the work that the Interagency Council on
Statistical Policy has been pursuing over the last several months.
That initiative has come up with a fairly detailed list of opportuni-
ties that the agencies see; and, actually, that is what underscores
our concern that we move forward on this legislation. Many of the
opportunities for increasing the quality of information and restrain-
ing our costs at the same time lie in the passage of this legislation.

Mr. HORN. Well, is the sharing provisions of that legislation ade-
quate to what you are talking about here? Does that give you the
authority if Congress were to pass it?

Ms. WALLMAN. The legislation that we have proposed gives us
the authority that is needed to carry out the kind of activities we
are talking about, yes.

Mr. HORN. Are there any agencies that are exempted from that?

Ms. WALLMAN. The legislation actually works in the opposite di-
rection, if you will. It empowers eight agencies to become statistical
data centers. They are the core of the opportunity for sharing. In
addition to that, other agencies would be able to work with the des-
ignated—excuse me, that comes from a historical part of my life—
the statistical data centers.

So the opportunity is broader than the eight, but the eight are
the ones that would be the centers of the activity.

Mr. HORN. So, in other words, as you just suggested, the sharing
could go beyond the eight with other Federal agencies.

Ms. WALLMAN. With specific agreements with those agencies,
yes, sir.

Mr. HORN. Do you have the eight in front of you there?

Ms. WALLMAN. I do have the eight in front of me.

Mr. HORN. Would you mind reading it into the record?

Ms. WALLMAN. I would be happy to.

Mr. HORN. What groupings are we talking about?

Ms. WALLMAN. We are speaking specifically about the Bureau of
Economic Analysis, the Bureau of the Census

Mr. HORN. Is that all one? Give it to me one, two, three, four.

Ms. WALLMAN. I am going to enumerate eight.

Mr. HOrN. OK. Tell me when you move to two.

Ms. WALLMAN. No. 1 was the Bureau of Economic Analysis. I am
doing these in alphabetical order, I believe. No. 2 is the Bureau of
the Census; No. 3, the Bureau of Labor Statistics; No. 4, the Na-
tional Agricultural Statistics Service; No. 5, the National Center for
Education Statistics; No. 6, the National Center for Health Statis-
tics; No. 7—it is slightly more complicated—the Energy End Use
and Integrated Statistics Division of the Energy Information Ad-
ministration; and No. 8 is the Division of Science Resources Studies
at the National Science Foundation.

Mr. HorN. There are two obvious ones that are not there. Let me
raise them. One is Social Security and the other is Immigration
and Naturalization Service.

We have legislation in which would provide access, if they wish
to, to chief State election officers, to county registrars of voters, if
they are checking whether a person is a citizen of the United
States. Since 1982, my understanding is that the Social Security
Administration asks for documentation of citizenship.
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Go ahead, if you want to take Ms. Katzen’s advice. I will stop
there and get to the next one.

So why wasn’t Social Security included? This is a basic resource,
and it isn’t a matter of revealing one’s amount that they are paid
or anything else, but we also have the problem of hunting for dead-
beat dads.

Ms. KATZEN. The comment I was offering to her is that there are
two different—they are not totally unrelated and not mutually ex-
clusive, but there are two quite different areas that you can be
talking about when you talk about sharing information.

On the one hand, what we have been talking about to date and
the reason the eight agencies were selected and what is reflected
in our proposed legislation goes to the sharing of statistical infor-
mation for statistical purposes. And that is, as we were mentioning
the other day, we are talking about aggregate information and the
ability to share information among those agencies that enable you
to do basically two things:

One is to check the quality of the data that you have. Again, on
an aggregate basis, individual personal identifiers are irrelevant.
You are verifying the quality of the data.

The second purpose is to reduce respondent burden. In some in-
stances persons will be responding to surveys twice, three times, or
four times: if those to whom they are responding could share the
data, we could minimize the burden on respondents. That is not
just an end in itself, but that would then presumably heighten the
respondents willingness to respond and that would provide us more
timely and more accurate information. All of that is on a statistical
information platform, if I could call it that.

On the other hand, the references that you have made to Social
Security, to INS, and indeed even to IRS go to individual data for
individual personally identified persons or entities. That kind of in-
formation can be used, if it were available and for the most part
it is not because of statutory restraints to check for eligibility for
benefits, to check for appropriateness of citizenship status or other
types of programmatic administrative or enforcement efforts that
are not necessarily aggregate information, but individually based
information.

That type of sharing, which you can have under the Computer
Matching Security Act, for example, and issues that are not the
thrust of the confidentiality—I am sorry, the statistical data cen-
ters that we are seeking to establish here. The sharing of data that
we have been talking about is the sharing of aggregate statistical
information.

As I said, these two areas are not necessarily mutually exclusive.
In fact, there are people in my office who are looking to expand
areas where individualized data can, in fact, be shared. But that
is a separate issue from the issue that has driven the discussion
so far about enhancing the effectiveness of the statistical agencies
which are developing statistical information for statistical pur-
poses.

Mr. HORN. Well, you are talking about having accurate and ade-
quate statistical information. It seems to me one way you do that,
if you are worried about socioeconomic class, is you find out what
the income was for those that answered the BLS bread basket
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questions. You see if they are eating certain lines of food or certain
purchases out in the market beyond food, is there a relationship,
obviously, between income. And you would have accurate income
data then if you could run the tape of those interviewed against
what they file for income. So that is a socioeconomic class usage.

You can do the same with the health center. Maybe it is just too
obvious that socioeconomic class, some people there with certain
diseases and certain types of psychological whatevers, have it more
than another socioeconomic class. So you can use that individual
data.

Ms. KATZEN. Absolutely.

Mr. HORN. It isn’t just a statistical problem on the board. It is
the reliability of the government’s statistics, which some of us have
real doubts about, by the way, because we wonder why they do not
do that.

To finish with the Immigration and Naturalization Service, obvi-
ously one way to check citizenship on voting—and I would hope the
administration would agree that the sanctity of the ballot box—is
something that all parties ought to agree about, that you want only
citizens voting. I would hope the administration would take that
view.

If they do, then we need to know the citizenship information held
by Social Security and we need to know the natu- ralization infor-
mation. So a person can be made eligible to vote through the natu-
ralization process, and we ought to be encouraging that.

Ms. KATZEN. I am not saying that it is not desirable to be able
to link those data bases and provide that information. I am saying
that is a different subject than determining how many in the ag-
gregate of one socioeconomic class or another—how many have how
much income, or what type of health problems, what type of other
types of issues, is very different from saying you are going to track
a particular person through various data bases.

That was the only distinction I was making. The two are not mu-
tually exclusive, and to my mind there is enormous benefit to be
derived from the linking of those types of data bases for the check-
ing and cross-checking purposes. There are costs to that which are
very significant.

If you go anywhere near the IRS data base, there is a very strong
wall that is built; and that is done because tax forms are filed, in
effect, voluntarily. If people feel their tax information will be used
to their detriment without their knowledge, there may be an ad-
verse effect on the response rate, which conceivably could be very
significant.

So those kind of issues I think are very real. I am not saying
they are dispositive or they are not worthy of consideration. I am
just saying they are a different type of issue than what we have
been focusing on in the preparation of our proposed legislation. We
are working in the other arena as well, but they are two different
arenas. That was the only point I wanted to make.

Mr. HORN. As to the walls within the Immigration and Natu-
ralization Service, let’s say, we find for some people those walls are
easily broken down and we will be checking that. One subcommit-
tee has already. Some people get lists of naturalized citizens, and
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the other people don’t get lists of naturalized citizens. So you could
even write them a congratulatory letter.

But it seems to me they make various decisions that don’t nec-
essarily apply to all of us, just some of us. So I am curious about
that, and another Subcommittee on National Security is probably
examining that one.

Well, what do you think about the commission proposal that was
outlined? I am sure you are familiar with it. Senator Moynihan in-
troduced it. He and I agreed we will try to work something out,
that this commission would perhaps come up almost like a base
closure commission, after taking a lot of testimony, and come in
with a plan on the integration; and we either vote it up or down,
one way or another. That is sort of a popular device around here
on_controversial things that we otherwise don’t put our fingers on.

So whether that would be the outcome, it is hard to say. We don’t
know what the commission might do. But have you thought
through some options of what a commission might do and what its
agenda should be?

We are searching for ideas, in brief. You have always had good
ideas. So what are they?

Ms. KATZEN. When}I’ appeared last time before your committee,
we spent a lot of time talking about the costs and the benefits of
rearranging the boxes, and I think a lot of work has gone into
thinking about those issues.

The benefits are fairly obvious; the disadvantages are less so, but
nonetheless real. A commission might be able to approach it with
bipartisan, professional individuals of stature committed to the
same common goals and shed more light on the issue.

We know that a lot of work has been done in the past, and that
undoubtedly more work will be done in the future. Our attempt has
been to try to make the most effective, efficient use of the resources
that we have and, within the constraints that are established by
the shape of the executive branch, once by the organization of the
Congress in terms of different committees with different jurisdic-
tions, to try to weld this group together in a way that is going to
maximize the benefits.

Any help that can be given to that effort, any support for our ini-
tiatives, would be greatly appreciated. And therefore I would hope,
if a commission were formed, it would think not just about rear-
ranging the boxes, but also whether, short of reorganization, there
are important steps that can be taken to enhance the accuracy,
timeliness, and reliability of statistical information.

The items that I identified in my written statement and my oral
statement that we have undertaken are, I think, very good pros-
pects. We can use all the help we can get in terms of support. And
I am sure we do not have all of the answers. I am not even sure
we’d know all of the questions.

So bright minds focused on this issue could be highly desirable.

Mr. HORN. On that point, you mentioned timeliness of data. Are
there particular concerns in terms of the timeliness related to deci-
sionmaking that any administration has to make? Or what is your
feeling on that?

Ms. KATZEN. Statistical information is used not just by
decisionmakers within the government, but also by those in the
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private sector. They run from very large and much anticipated an-
nouncements of unemployment increases and decreases, or GDP
numbers, to more focused, specific—sometimes sector-specific,
sometimes geographic-specific—types of data.

In some instances, there have been criticisms in the trade press
and in the general press of whether they are able to—mnotwith-
standing all of our computer power, whether we are able to gather
the information necessary, to make it available, particularly to the
private sector as well as the public sector, on a timely basis.

Mr. HORN. Director Raines, when he asked for the crosscutting
study and the analysis, has that come in yet?

Ms. KATZEN. Yes, we did that—time flies when you are having
fun; it was last October, in anticipation of the fiscal year 1998
budget. There is an annual budget review, a Director’s review, pre-
ceding the formulation of the President’s budget each year.

Traditionally, they have gone area by area as set forth in the
President’s budget. This year, Director Raines called for the inclu-
sion in that process. It was actually October or November, he in-
cluded a crosscutting review for the statistical agencies; and Ms.
Wallman and I appeared at the Director’s review with a series of
proposals that we thought would enhance the effectiveness of the
statistical agencies, looking for proposals that were not solely based
in one agency but that would be able to assist a number of agen-
cies. I have identified some of those in my written testimony.

The last one that I mentioned, for example, has to do with en-
hancing the use of information for the Government Performance
and Results Act. We are looking for outcome measures from the
various agencies as part of the new management approach that I
think is extraordinarily important and productive for the executive
branch; and the ability of agencies to provide the information that
is necessary to make that work is one that no single agency would
want to devote its particular resources from its statistical agency
to that effort. But as a crosscutting matter, this is something where
relatively few dollars could go a very, very long way to everyone’s
benefit.

There are a number of other areas that we identified that in-
volved different issues that we thought were very important. Some
of those I remember were located in BLS, one of them having to
do with the CPI and the additional work that was appropriate in
that area that Congress has identified and the executive branch
has identified and we wanted to support; moving to the North
American Industry Classification System, implementing that,
which would assist a number of different agencies. We identified
five or six different initiatives, and the Director was very positive
and responsive and approving of our proposals.

Since then, Ms. Wallman has gone back to the Interagency Coun-
cil and said, for this year’s crosscutting review, why don’t you all
help us formulate the initiatives and proposals to present to the Di-
rector? They have been very responsive and enthusiastic about
that, and I expect this October or November we will have a bigger
and better menu to choose from.

Mr. HORN. Any comment, Ms. Wallman?

Ms. WALLMAN. No. Ms. Katzen has it just right.
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I think the distinction she was trying to draw at the close of her
remarks was that much of what was done in the fiscal 1998 budget
was done internally within the Office of Management and Budget,
based on knowledge of the staff over the years. The activity that
is about to come to completion this year toward fiscal 1999 and the
future—it is not just a 1l-year effort—I think I would underscore
that—that that has been done in a much more outgoing way, if you
will, with the agencies that form the Interagency Council on Statis-
tical Policy, the 14, and that has helped us identify a broader, rich-
er set of activities, some of which could start immediately, some of
which we need to put some more thinking into, frankly, before we
would come forward with specific proposals in a budgetary sense.

The third group of activities, I underscore again, includes things
that would be available under sharing capabilities we don’t now
have.

Mr. HORN. When the crosscutting study was done, I take it was
strictly OMB people on that, or were agency people also on that re-
view?

Ms. KATZEN. Last year it was an internal OMB meeting.

Mr. HoRrN. I gathered it was just OMB.

Ms. KATZEN. This year we expect to have more input, although
all Director’s reviews are internal only, for each of the departments
and agencies. OMB staff presents the outstanding issues to the Di-
rector.

Mr. HORN. Can we get a copy of that review to see what the rec-
ommendations were?

Ms. KaTzEN. I will be happy to look into that.

Mr. HORN. Look into it. We will put it at this point in the record.
If they don’t want it public, we will work out something. I would
just like to see what some of the thinking is.

[The information referred to follows:]
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11. STRENGTHENING FEDERAL STATISTICS

Our democracy and economy require unbiased, rel-
evant, accurate, and timely mnnm that public and
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and the reputation of our statistical system. Fortu-
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HIGHLIGHTS OF 1988 PROGRAM CHANGES FOR PRINCIPAL STATISTICAL AGENCIES

BRureau of Economic Analysis: Increases are requested
to: (1) implement the next steps in BEA's Mid-Decade
Stnwglc Plan to improve measures of output and
prices; (2) provide better measures of investment, sav-
ings, and wealth; (3) increase coverage of international
transactions and (4) enable BEA to move its informa-
tion processing from its 1970's vintage mainframe com-
puter to an integrated local area network envir

of poverty. In addition, funding was provided by the
Personal Responsibility and Work Opportunity Reg.
onnhlnon Act of 1996 to conduct the Survey of Pro.

Dynnmmtopmvldednutonleuthemm
of welfare provisions in that bill.

Bureau of ion Statistics: Inmuu are re.
d to: (1) d BTS data coll

by the year 2000.

Bureau of Justice Statistics: Stable,funding is re-
quested to maintain BJS’s core statistical programa in-
luding the National Crime Victimization Survey, the
Survey of Inmates in State and Federal Correctional
Flahhu the 1998 Census of Jails, and the Criminal
Juatice E. and E: Survey.

B, of Labor S Funding is requested to:
(1) continue revision of the Consumer Price Index (CPI)
with release of the revised index based on the new
market basket with data for January 1998, the revised
housing semple with data for January 1999, and the
completed revision in 2000; (2) develop a program to
explore improvements to the CPl revision process that
would make it polnble to rcvue the CPI more rlpully
allow BLS to pr e
i the

of

more timely basis; and (3) rcplm the Standard Indus-

develop analytical tools, and initiate a pmgrn:: of tech.
nical to make ional data seta more usefy)
to State and local transportation decision makers; (2)
lead the Transportation Department's development of
more relevant and hmely transportation system per.
formance indicators to improve the information bage
supporting government and private sector transpor.
num -related decision meking; and (3) l.mtuu data
and 1} 1] the of

domestic transportation with international systems.

Economic Research Service: Increases are requested
to: (1) unymw data collection eﬂ'oruonflmmgp-n
tices, k waste, nut-
ztumdp-uudn -ndxrnpm.nd(Z)unn‘ﬂ;-

ta,
how effective the pnmulmmuhxmn;Umnd
States Department of Agriculture conservation goals.

Energy Information Administration: Reductions in re-
qumdﬁmdluﬁomthelmwlwdwﬂ]rdm
of the Resi | Energy C:

trial Classification (SIC) with the new North American Survey to a quad ial basis; eli kig
Industry Classification System by beginning the re-cod- urrduuthl&.qum:yofnvuﬂd-nwumnd
ing of each workplace in BLS’ bli list using p the ﬂ:tyofhndwy
the new classification. i ic di i will &
Bureau of the Census: Funding is requested to: (1) ;c':ld\;‘::ymmr;d 1n reep to slec-
prcpmfortheeunductoftha E::lul uding

ddre ducting a Nati A‘rmuuydsmna&wunmm
dreurehnrulmtutlnd ) new methodologi is req the transfer of the Cenmum
and systems to make the Census 2000 mmore ts  of Agriculty ﬁ'ann.he" of the Census to NASS,
and lesa costly, and working with private sector part- , ghift t will more closely integrate the expertise
ners to develop modern technology for more efficient o{sun.mmlmnloﬁnuhm:hoeondmdhn-
and accurate data pr ing; (2) i the develop- yus and is d to p a more and
ment and testing of the Conti M t pro- census while wmm;mn
gram that will provide 1 ble and con- duction of $1 mlhmmNASShltdzvnlupmtln‘
sistent community-based data on an annual banlzonn;l maintenance costs for other survey programs.

permit ehmmnuon of the em\u long form
(33 duct the and the Census
Governments for the 1997 ufenacn year; (4) begin im-
plementation of the North American Industry Classi-
fication System that will harmonize industry eodmg
among Cnnnda Menco and the Umted States; (5) im-
the that will im-

pme customer service dunng the collection of export
facilitation and compliance information as well as trade
statistics; and (6) performu research and support activi-
ties relned to reviews and possible revisions of Federal
dard classificati of metropoli

National Center for Ed i ics: 1
are requested to: (l)lﬂultth&ﬁnquncyofthl"r
tional Pmd.ryStudmtAIdStudyﬁ-omlh
to a four year cycle; (2) initiate the Education Loagite-
dinal Study 2000 to provide data onhlzh achool st
dents as they p y school 0
postsecondary education and the world of wmi. (3) pro-
vide funding for continuation of the International Hlth-
amlhu and Science Smdy (4) lupporl a8 Scbml

areas, “‘uvl' ve 5) ldd a ﬁrst fi u to the Early
mo
Y- ( mde all co n

tions, and race and ethnicity as well as the d
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measure school effects, student growth, and the effects
of summer vacation on growth; (6) prepare for an Adult
Literacy 2002 Study to ensure a ten year cycle for adult
literacy data: (7) provide infrastructure support for local
schaol districts to update the International Mathe-
matics and Science Study data for grades 4, 8, and
12; (8) begin preparations for the Early Childhood Lon-
gitudinal Study Birth Cohort to provide high quality
data on children’s experiences prior to entry into formal

school settings; and (9) fund the National Assessment
of Educational Progress to assess reading at the na.
tional and State levels every two years.

National Center for Health Statistics: An increase is
requestad to fully fund the National Health and Nutn.
tion Examination Survey which is a fundamental source
of data for itoring trends in di and autri-
tional status, identifying health risk factors, and facili-
tating epidemiological research.

Table 11-1. 1996-1998 BUDGET AUTHORITY FOR PRINCIPAL STATISTICAL AGENCIES

(in milors of dofters)
bednad 007 aamt 1908 mamen
Buresu of Economic Anelyele . o 13 09 a0
Buresu of Astics Staleics na ne ns
Buresu of Labor Salistics kAl k] ms
Bureau of e Census 7 RT3 [14%3
Conmmes ot Programs. . - 1501 M L3
Salwries and Expanses 18 130 181
Survey of Progrem Dynemies ' . 100 100 100
Buress of Swiigics L1} 8 nt
Economic Resasrch Service 21 31 43
Eneny T2 8.1 21
Natiorgl Agriculursl Siaigiics Servion OOUUN— " 1002 199
Natiorad Carter for Educslion Stafistice S, no ns 1018
Statietics “w2 00 3
ny F-J ) us
Natoral Corter ion Huplth Sintiatics - ns LS} [ X}
PHS Evaaion Fune 0 °4 01
Budget Authorty 74 w7 193
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Mr. HORN. The Interagency Council, is that established by Exec-
utive order essentially?

Ms. KATZEN. It was established originally—or a variation of it
was established originally—by our office, but it was, in effect, codi-
fied in the Paperwork Reduction Act of 1995, which gave it a con-
gressional imprimatur and a formal name. Ms. Wallman is the
chair of that organization.

Mr. HORN. The 14 include you, Ms. Wallman, or are they in addi-
tion to you?

Ms. WALLMAN. They are agencies, and I am the chair ex officio.

Mr. HORN. Sure. So the 14 essentially recognize the major statis-
tical agencies in the executive branch?

Ms. WALLMAN. Yes.

Mr. HORN. Should it be larger than that? Are there others that
have their feelings hurt? What are a few more seats at the table?

Ms. WALLMAN. If I might, the eight I enumerated for you in
terms of the Statistical Confidentiality Act are indeed the first
eight in that group. There were four more that were added actually
by my predecessor in this position. And we have, in fact, enter-
tained petitions, if you will, from agencies that particularly wish to
be members and sit at this table; and we have embraced a couple
of additional agencies on that basis.

The legislation that the Congress passed in 1995 also suggested
that we include on a rotating basis the heads of some of the small-
er agencies. In effect, we have been doing that in adding the extra
agencies we have embraced already and would certainly be willing
to entertain others. Most recently, we brought in the Social Secu-
rity Administration’s office responsible for statistics.

Mr. HORN. Are they smitten by their title or function within the
agencies, or does the Administrator simply appoint them?

Ms. WALLMAN. The members are the heads of the agencies them-
selves. Dr. Hakes and Dr. Sondik, who will join you shortly, are the
heads of their respective agencies and sit at the Council table.

Mr. HORN. Let me ask you one question. I will then call on Mr.
Sununu.

I understand from your testimony that under the administra-
tion’s statistics 2000 initiatives, private respondents, individuals
and businesses could save tens of millions of dollars in compliance
costs and reduced burden hours from filling out Federal Govern-
ment surveys. Are there any estimates of the burden hours that
could be saved as a result of the administration’s data sharing pro-
posal? Do you have an estimate on that? And how did you find out
what that burden-sharing was?

Ms. WALLMAN. No, we do not have a specific estimate at this
point of respondent burden hours that would be saved.

I think that, in all fairness, the only place we could probably
come even close at this point on giving you some estimates would
be in the area of developing sampling frames.

Some of the other opportunities that I mentioned briefly and that
my colleagues may mention in more detail in a few minutes are
new proposals where we really don’t have a good base of prior expe-
rience to give you a very firm estimate, but it is the kind of thing
we would hope to look into when this becomes a reality.
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Mr. HORN. Well, we would like to hear about that. Because, obvi-
ously, everybody that ever walks into a small business, a large
business or a farm, they all hear about Federal paperwork and sur-
veys, no matter how useful some of that might be.

I recall in the Roosevelt administration Secretary of Agriculture
Wallace went out visiting some farmers. When he came back, he
was livid at all of the forms his own agency was sending to farm-
ers; and that is when he invested in a fairly sophisticated statis-
tical operation in the Second World War. So it is not a new prob-
lem. It is an old problem.

Of course, that is why old BOB, and now OMB, your job is to
clear statistical surveys; and, hopefully, that burden thing is some-
where in the mind and we can say do we really need to know this
when somebody has a great idea. It might make a terrific doctoral
d}ilss%rtation, but do we need to burden the American people with
that?

Ms. KATZEN. The burden is very much in the forefront of our
mind.

Mr. HORN. How many requests do you get a year from depart-
ments, a ball-park total, or file it for the record if you want.

Ms. KaTZEN. I will be happy to provide a general statement.

[The information referred to follows:]

Over the past ten years, we have received between 2500 and 3500 requests for
information collection approvals annually. These totals include all types of collec-

tions—those required to carry out regulations and to administer benefit programs,
as well as statistical surveys.

Ms. KATZEN. A wide variety of information collection requests
that we receive, whether it be for statistical agencies per se, we
have now again—as part of the GPRA approach, we have a series
of departments and agencies who are interested in sending out
something which might be considered customer service surveys to
find out whether the department or agency is, in fact, serving the
needs of the constituent interests.

That is a very different type. Some of those are on a voluntary
basis. They still would be counted under the Paperwork Reduction
Act. We would still look at those to ensure that not only the burden
is kept to a minimum, but they are structured in a way to produce
accurate, responsible information.

Then you have a lot of other types of information collections,
ranging from tax forms to applications for passports, applications
for loans from the SBA, or from an educational student loan. Each
of these is called an information collection request, and they all
conrlle through our office, and they are very different kinds of ani-
mals.

Mr. HOrN. I would hope, since we are trying to get results under
the Government Results Performance Act, that those surveys, if
they make some sense, are just good public policy. I think they are
useful in one agency head or more in fulfilling that law which we
feel very keenly about. So I would hope those are not dumped. And
if they are not very well-designed, then I would hope the adminis-
tration or OMB would just redesign them.

Ms. KATZEN. We are actually working toward that. We have a ge-
neric clearance process to enable us to quickly approve certain
types of forms; and where there are issues spotted, Ms. Wallman’s
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able staff has been of assistance to the departments and agencies
to redesign them so that the resulting information is more valu-
able.

Mr. HORN. How many survey requests do you turn down in the
average year?

Ms. KATZEN. I would have to get you that information.

Mr. HogN. Could you, please?

[The information referred to follows:]

In 1996, we received a total of 2433 requests for information collection approvals.

Of those, 19 ultimately were disapproved. Details on the submissions and dis-
approval’s by department were as follows:
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1996 PRA SUBMISSIONS

Agency Reviews Disapprovals
USDA 160 2
DOC 98 1
DOD ) 34 0
ED 170 3
DOE 11 0
HHS 281 2
HUD 82 0
DOI 86 5
DOJ 56 0
DOL 121 0
STATE 11 0
DOT 125 0
TREAS 316 0
VA 27 0
EPA 148 4
FCC 163 0
SEC 82 0
SSA 67 0
FAR 54 0
NRC 47 1
OTHER 294 1

TOTAL 2,433 19
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Ms. KATZEN. Our objective is not to turn them down but rather
to enhance their utility or point the department or agency to an-
other place where they could get that kind of data without having
to conduct their own survey. It is therefore a false measure to say,
if we turn a certain amount down, it says something about either
how careful or how creative we are being.

Mr. HorN. Well, we will save a little place in the record for that
exhibit. I would be interested, as stupid as I am sure it is, to see
how many you turn down and say this shall not pass the gate.

If it makes sense to share data, which you are into sharing data,
to get more cooperation between agencies through data sharing,
why not go one step further and just combine agencies? How do
you feel about that?

Ms. KATZEN. As I mentioned to you the last time I testified, there
may be certain benefits of efficiency of operation, although those
would be more long-term, and in the short-term there is enormous
disruption from moving agencies around. We have seen this in
other areas of reorganization within the executive branch.

In addition, as many in business have discovered with their R&D
projects, for example, it is very different to have a centralized R&D
office and R&D groups that are located in the heart of a product
manufacturing area or service provision area, so that the R&D is
actually tied to the products or services rendered. Using that anal-
ogy in the statistical agencies, it is clear that in addition to several
major statistical agencies, there are a number of—I don’t want to
call them minor—but less major agencies in each of the depart-
ments that are responsive to the programmatic needs of that de-
partment.

If one consolidated all of the major statistical agencies and each
of the small pieces of statistical agencies found in the executive
branch, there is, to my mind, a very strong likelihood that what
would be created would not be responsive to the needs of the De-
partment of Education or to the Department of Agriculture or the
Department of the Interior; and those Departments would then, in
effect, recreate to meet their own needs certain information-gath-
ering processes.

There is, of course, a distinction between the collection of infor-
mation and the analysis and the application of that information.
Those are three different steps. But once one speaks about consoli-
dating, one has to think about the uses of information. That is why
I said earlier I think it is a more complicated question than just
taking an organization chart and moving a bunch of boxes around.
And the agencies in many instances, have well served their depart-
ments and in turn have been enhanced in their approach to collec-
tion by being located in a department or agency that has a par-
ticular programmatic jurisdiction or objective. It can go either way,
functional or programmatic.

So my own view, as I expressed last year, was that I thought it
would be more productive to form a, if I can use the term, “virtual”
or functionally integrated statistical system from the existing de-
centralized system and not try to centralize it all.

My experience in the past year, particularly with the efforts that
Director Raines undertook, that Ms. Wallman has done with the
Interagency Council, has reinforced that view, that we can make
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the decentralized system work more effectively, more efficiently,
and we do not need to centralize it.

Mr. HORN. On that note, I will yield to the gentleman from New
Hampshire for as long as he likes, Mr. Sununu.

Mr. SunuNU. Thank you, Mr. Chairman. I have only one focus
question, and that is on the issue of the States’ interaction and the
States’ relationship to any data sharing that might occur.

I would imagine a number of government surveys rely on State
and local governments for data collection and that these collections
would have certain confidentiality restrictions associated with
them. With the data sharing legislation that you have been dis-
cussing, what would be the effect on the States doing the collection
and what kinds of confidentiality agreements that would be in
place might hinder the data sharing once it gets to a particular
agency?

Ms. KATZEN. Well, I think there are three types of possibilities,
and that is State information, which is then shared with the Fed-
eral Government; Federal information, which is shared with the
States; and sharing among the States. Each raises different kinds
of issues.

With respect to State information that is given to the Federal
Government, I think that with the confidentiality order that is in
place now and the action that will be taken following on the heels
of the effective date of that order, I expect that information that
the States give to the Federal Government would be treated with
confidentiality and that we could so persuade the States of the con-
fidential treatment that will be afforded to that information so as
to minimize, if not eliminate, the concerns that they may have from
their respondents.

Mr. SUNUNU. Would that simply require a rewriting of the con-
fidentiality agreements to include all of the agencies involved in
the data sharing agreement?

Ms. KATZEN. To some extent, many of those are already covered
by the order that is in place. If there were others that would be
affected, new agreements probably would have to be crafted. Al-
though, as I indicated, the standards set out and the processes set
forth in our order are ones which we hope other statistical agencies
will aspire to meet, and that would solve that problem.

With respect to sharing of Federal information with the States,
that is a bit more problematic in that some of the States do not
have the experience with what we call the functional separation
principles that have often been at the heart of the discussions of
these kinds of issues in which you are separating out statistical in-
formation for statistical purposes from the use of statistical infor-
mation for programmatic, administrative, or enforcement purposes.

If that functional separation principle is in place and followed,
then there would be less concern with sharing Federal information
with the States or among the States. All of this would depend in
part upon the legislation that we have proposed. In fact, it depends
in large part on the type of legislation we have proposed, because
virtually all of the agencies and departments have existing provi-
sions that preclude such sharing, and we would have to legislate
that matter before we even begin to think in terms of contractual
agreements to that end.
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Mr. SUNUNU. Thank you very much.

Thank you, Mr. Chairman.

Mr. HoORN. I thank the gentleman.

Let’s now take a look at a few other areas. Let’s discuss the dis-
semination of Federal Government statistical products.

Where do we stand on creating a single point of access to the
Federal Government information?

Ms. KATZEN. We stand beautifully. Several months ago we initi-
ated Fedstats, which is a website that would enable someone who
does not know ahead of time where information is deposited to ac-
cess information in a variety of different ways. You can do it by
topic, alphabetically, there is a finder’s guide that shows different
topics. You can do it thematically, and there are other types of
user-friendly tools.

Once you accessed the system and we showed how you did not
need to know in advance whether automobile accidents by persons
during working hours, was it BLS or Department of Transpor-
tation, you could just get the information. And once you got on to
that, it would take you directly to the home page of the agency that
had the information and cross-linked to a number of the other
agencies.

We got extraordinarily positive response, in addition to a lot of
what they called hits on Fedstats when it first went up, and it has
continued since then. We were chosen for a particular commenda-
tion by a number of the trade press, site of the week, site of the
month, latest, greatest breaking events in town type commenda-
tions and awards.

We have continued to watch that and are continuing to build
that; and our objective is to have all 70 agencies up there with
their information. This is something which, as you know, the Office
of Information and Regulatory Affairs takes very seriously the re-
sponsibilities to disseminate government information. It is, in fact,
a national resource and asset; and the American people should
have access to it in the most user-friendly way possible.

Mr. HORN. Is it correct that the Bureau of the Census plans to
put the year 2000 census on the Internet?

Ms. WALLMAN. I guess

Mr. HORN. As Chief Statistician of the United States

Ms. WALLMAN. Who didn’t know the answers this morning. I
guess I was trying to better understand your question, Mr. Horn.
If you mean the results of the census, the kinds of information that
have previously——

Mr. HORN. I mean the results, once you get them.

Ms. WALLMAN. You are speaking of aggregate information again?
Or information that can be released pending assurance of the con-
fidentiality of the information?

Mr. HORN. I am talking about simply the normal census which
we now have in libraries.

Ms. WALLMAN. Yes, sir. The answer is yes.

Mr. HorN. Now, if you do that, are you also going to publish it
in normal book form?

Ms. KATZEN. This has been an ongoing discussion we have had.
Under Circular A-130, which is the bible for information dissemi-
nation, our position is we are clearly entering an electronic age,
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and information should be made electronically. But that does not
mean that everybody has a computer or a website or modem, and
that paper-based products remain a very important part of our law
and literature and life in this country.

One of the issues that we are grappling with is ensuring that the
depository libraries, who receive many of these products, continue
to have their shelves restocked, both electronically and in paper, as
we sort through these kinds of issues. This has been an ongoing
discussion that has had to do with the Government Printing Office
and the printing policy and title 44 of the U.S. Code that we are
involved in, even as we speak and at present I think are very chal-
lenging but great opportunities for us all.

Mr. HorN. Well, I think you are absolutely correct on that, and
I am not undecided on that question that we do need both. And it
might change 20, 40 years from now; but, certainly for the deposi-
tories, I think it is needed to continue those series so the people
that do not work the Internet, fine, although I am sure that some
people will say all 5 years old and up over the next 50 years will
have them appended to their body and carry around the key. But
we haven’t gotten there yet. So I am glad to hear rationality still
prevails in this area.

Let’s see, do we have anything else we want to talk about? I
think that is about it. If we find something that we wish we had
asked and didn’t, I know you are good enough to answer the ques-
tion or have 60 people answer it, and you will at least clear it. So
that is what we are going to work out.

Sorry to keep you so long on the stand. Sorry I was a little late.
But I think we are getting there.

Thank you both for your help, as usual.

OK, we now have our next panel, panel II: Edward J. Sondik, Di-
rector, National Center for Health Statistics; Jay Hakes, Adminis-
trator, Energy Information Administration, Department of Energy;
Everett Ehrlich, former Under Secretary for Economic Affairs, De-
partment of Commerce, Clinton administration, ESC Corp.; Mark
Wilson, Rebecca Lukens fellow in labor policy, Heritage Founda-
tion; Mary Susan Vickers, research director, Interstate Conference
of Employment Security Agencies, Inc.

Welcome to all of you.

As you have gathered, since this is a Government Reform and
Oversight Committee, we do ask you to take the oath when you
testify.

[Witnesses sworn. ]

Mr. HORN. The clerk will note that all five witnesses have af-
firmed, and I think we will just go down the line with Mr. Sondik
at this side and work our way down. So the Director of the Na-
tional Center for Health Statistics.
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STATEMENTS OF EDWARD J. SONDIK, DIRECTOR, NATIONAL
CENTER FOR HEALTH STATISTICS; JAY HAKES, ADMINIS-
TRATOR, ENERGY INFORMATION ADMINISTRATION, DE-
PARTMENT OF ENERGY; EVERETT EHRLICH, FORMER
UNDER SECRETARY FOR ECONOMIC AFFAIRS, DEPARTMENT
OF COMMERCE, CLINTON ADMINISTRATION, ESC CORP,;
MARK WILSON, REBECCA LUKENS FELLOW IN LABOR POL-
ICY, HERITAGE FOUNDATION; AND MARY SUSAN VICKERS,
RESEARCH DIRECTOR, INTERSTATE CONFERENCE OF EM-
PLOYMENT SECURITY AGENCIES, INC.

Dr. SoNDIK. Thank you very much, Mr. Chairman.

Protecting confidentiality is a fundamental value at NCHS and
in all statistical agencies. It is impossible to overstate its impor-
tance.

We also recognize that we have a responsibility to respond to the
taxpayers to maximize the use of their data. We continue to de-
velop new approaches to making data available and the detail
needed without compromising our responsibility to avoid disclo-
sures about individuals.

I am pleased that the subcommittee is considering perhaps the
most important of these approaches, data sharing. I would like,
first, to address briefly two related topics: coordination within our
departments and across the statistical system.

Within our departments, we Federal statistical agencies work
closely with programs, subject matter specialists, and policy-related
offices. As NCHS Director and Senior Adviser to the Secretary, I
work with the HHS Data Council to integrate the department’s sta-
tistical efforts and bring a strategic focus to our information needs.

Each of the statistical agencies also has a distinct role in coordi-
nating statistical efforts across departments. I have been impressed
by the agencies ideas and actions for coordinating our efforts, pro-
moting system-wide efficiency and minimizing duplication. The
strength of this decentralized system is that it allows relevance by
keeping data close to its use. This makes for a solid foundation that
allows us to tap into each other’s unique expertise, resources, and
technologies. It also enables us to serve multiple purposes—at the
macro level, with national economic and social indicators, and at
the micro or program level, where data is critical to the operation
and accountability of innumerable Federal programs.

Data sharing is important to many of the most important inter-
agency initiatives. It can only be accomplished with legislative
changes proposed by the administration and introduced by you and
cosponsored by Representative Maloney of the 104th Congress.

Many of the confidentiality statutes currently in place were writ-
ten narrowly to address statistical agencies on a one-by-one basis
rather than apply to the system as a whole. As the agencies have
evolved, efficiencies and analytic benefits could result from greater
flexibility.

Indeed, our efforts are increasingly interrelated with the other
agencies. For example, with health at 13.6 percent of the gross do-
mestic product, there is a considerable confluence of interest, you
might say, between NCHS and its counterparts in economic statis-
tics.
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In my written statement I have included several examples of how
data sharing authority could be used to improve the design and
sampling of our population, business and health care organization
surveys, and to establish joint research data centers. Data sharing,
for example, could foster the development of new longitudinal stud-
ies of children that would begin at birth and address the inter-
action of child health, education, development and so forth. With
data sharing, NCHS and the National Center for Education Statis-
tics could more readily collaborate on such efficient multipurpose
studies.

Regarding scope, I believe that data sharing should not be lim-
ited to just three agencies, the three involved with the greatest in-
volvement in economics; and I have three reasons. First, as I noted,
there is a growing confluence of interest in the subject matter ad-
dressed by all of the agencies. Second, the scope of coverage of BLS
and Census make the agencies’ resources—their comprehensive
sampling frames, for example—of particular use to us at NCHS
and other smaller agencies. Third, a limitation would simply not
support collaboration between the smaller agencies such as the
child health education example I described.

Before closing, I want to comment briefly on another aspect of
confidentiality, the privacy of medical records. The lack of uniform
privacy protections in a new era of electronic medical records poses
major potential risks to individuals.

As mandated by the Health Insurance Portability and Account-
ability Act of 1996, HHS is nearing the end of a review of privacy
protection. The Secretary will make recommendations for privacy
legislation at the end of August. The implications of legislation in
this area are important, both in providing for the protection of indi-
viduals and in providing for important statistical research and pub-
lic health uses of medical information. Indeed, advances in bio-
medical research, the detection and control of disease, and in our
health care system often derive from the aggregation of individual
medical records.

In closing, I want to reemphasize the importance of achieving
dual objectives, assuring privacy protection, and assuring we main-
tain our ability to provide answers to important health questions
through carefully controlled access to medical records.

I am looking forward to working with the subcommittee as it con-
siders the Secretary’s recommendations; and, again, I thank you for
the opportunity to discuss all of these issues; and I would be
pleased to answer any questions. Thank you.

Mr. HORN. We are most grateful for your testimony.

There has been a bill that the subcommittee has worked on in
both Democratic and Republican Congresses on the confidentiality
of records. I would like to have the staff make sure that you and
your staff have looked at it. Some in HHS have been advising us.
I don’t know if it is your direct staff. I would like to have your
input.

[The prepared statement of Dr. Sondik follows:]
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Mr. Chairman and members of the Subcommittee, I am Dr. Edward Sondik, Director of the
National Center for Health Statistics (NCHS), of the Centers for Disease Control and Prevention
(CDC). I also serve as the Senior Advisor to the Secretary on Health Statistics, and in that
capacity I provide technical and policy advice on statistical and health information issues that

affect the Department of Health and Human Services (HHS).

T am pleased to be with you today, and am particularly pleased that the Subcommittee has chosen
to address two important issues within the Federal Statistical System - confidentiality and

coordination among statistical agencies.

Confidentiality and Use of Health Statistics

It is impossible to overstate the importance of confidentiality in the Federal statistical community.
Protecting the confidentiality of information from our respondents is a fandamental value at
NCHS and in all statistical agencies. Not only do we have an cthical responsibility to our
respondents, but we recognize that our ability to obtain voluntary cooperation - and valid data - is
directly related to our ability to protect confidentiality. We must be able to assure respondents
that we can — and will - fully protect the confidentiality of the information they provide.

The NCHS confidentiality protection, like that of other Federsl statistics agencies, has evolved
over several decades. NCHS' authorizing legislation includes carefully crafted legistative
prohibitions against use for non-statistical purposes, and requires us to obtain informed consent
for the uses we do make of data. NCHS has developed rigorous confidentiality practices and

safeguards to assure that our promises to respondents are kept. We are proud of our strong
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record in maintaining confidentiality, as are our partners in other statistical agencies, in public
health, and in health research. We are also gratified that these principles have been reinforced by
the Federal Statistical Confidentiality Order recently issued by the Office of Management and

Budget (OMB).

We also recognize that we have a responsibility to taxpayers to make maximum use of limited
funds, and a responsibility to our respondents to make sure that their time and attention is used to
full advantage. For this reason, we seek to maximize the use of data that we do collect. We
continue to develop new approaches to making data available in the detail needed by researchers
and analysts, without compromising our responsibility to avoid disclosure of information about
individuals. Meeting ever greater data needs - for example, at smaller geographic levels, and for
more detailed subgroups of the population - is a continuing challenge. In a moment, I will
comment on the concept of sharing information between protected statistical data centers as one

solution.

Coordination of Statistical Programs

First, I want to briefly address two important and related topics - coordination of efforts within
our respective Departments and subject matter areas - heaith, in the case of NCHS - and
coordination across elements of the Federal Statistical system. Each is important to an efficient

statistical system that produces analytically useful products.

Federal statistics serve multiple purposes. At the “macro” level, they are important components
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of national economic analysis, providing information for business and economic forecasting, and
profiling the population and social trends. They are also critical at the “micro™ or program level,
where they are integral to the operation, evaluation, management, and accountability of
innumerable Federal programs. Within HHS, for example, statistics are used for guiding medical
research, tracking public health objectives, measuring progress under civil rights laws, allocating

grant funds, and safeguarding the Medicare trust fund.

It is a particular responsibility of Federal statistical agencies (such as NCHS, the Federal
government’s principal health statistics organization) to work clos;ly with programs, subject-
matter specialists, and policy-related offices from within their respective Departments to assure
that data needs are met. As Director of NCHS and as Senior Advisor to the Secretary, I work
closely with the HHS Data Council in an ongoing effort to integrate statistical efforts within HHS,
and to bring a more strategic focus to meeting the information needs of our programs and

initiatives.

Each of the statistical agencies also has a distinct role in coordinating statistical efforts across
Departments as well, and I have been impressed as a refative newcomer by the enthusiasm of my
statistical agency counterparts for strengthening ties among our agencies. Despite the different
subject matter addressed by these agencies, the “culture” and interests of our parent Departments,
and different authorizing statutes that have made each of the Statistical agencies somewhat
unique, we are anxious to coordinate efforts across Departments, promote system-wide efficiency,
and minimize duplication of effort. I feel that the strength of a decentralized system in which data
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is collected close to its use, assuring relevance, is a solid foundation to build on in tapping into

each other’s unique expertise, resources, and technologies.

Data Sharing Among Statistical Agencies
Many of the most important interagency initiatives can only be accomplished with legislative
changes proposed by the Administration (the “Statistical Confidentiality Act”), and introduced by

Chairman Hom and cosponsored by Rep. Maloney in the 104® Congress (H.R. 3924).

Many of the confidentiality statutes currently in place were written narrowly to address statistical
agencies one by one, rather than to apply to the system as a whole. As the Federal statistical
system has evolved, the increasing complexity of our efforts has made it clear that there are

efficiencies and analytic benefits that could result from greater flexibility.

As an example, NCHS’ legislative mandate was drafted several decades ago to cover virtually all
of the important issues in health. This legislation was accompanied by strong confidentiality
protections. While both the broad mandate for NCHS and those protections remain valid today,
the analytic focus has changed considerably. Thirty years ago, health statistics focused primarily
on vital statistics, health status, and medical treatment. Today, with health constituting 13.6
percent of Gross Domestic Product, issues of heaith care financing and economics, the health care
delivery system, productivity and performance have become relatively more important. While the
preponderance of our statistical efforts are still unique to the health field, the confluence of

interest between NCHS and its counterparts in economic statistics has grown considerably. The
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Bureau of the Census (Census) and the Bureau of Labor Statistics (BLS) conduct surveys of

employers and businesses, and from the health perspective we have a need to look at employer-

provided health insurance. We need new authorities to allow us to work together etfectively, and

the Statistical Confidentiality Act would provide us with such tools.

Examples of how we could effectively use this new authority include:

)]

2)

3)

Improving the design and sampling of our surveys of populations - and, in particular, hard
to locate subpopulations, such as race/ethnic groups, using more detailed information and

samples from the Bureau of the Census.

Improving our health-related data on businesses, starting with the types of health
insurance benefits provided by employers. We are beginning to work with BLS, Census,
and other agencies on an overall review of data needs and survey mechanisms in this area,
and the ability to share sampling frames and other resources will provide new

opportunities for interagency collzsboration.

Improving our ability to assess the supply-side of the health care system, including the
types and distribution of health care providers and their capacity. Since these providers
are also businesses, legislation providing for sharing among data centers would allow us to
better use information already collected by BLS and Census.
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4) Developing new longitudinal studies of children, beginning at birth, that can address the
interaction of issues such as child health, development, and education. With legislation
permitting data sharing, NCHS and the National Center for Education Statistics (NCES)

can more readily collaborate on efficient, multipurpose studies of this nature.

5) Providing better service to the scientific community by establishing joint research data
centers where analyses of NCHS data and data from other agencies can be conducted in a

controlled, protected environment.

While discussion of data sharing usually focuses on the statistical agencies with the largest
involvement in economic statistics (Census, BLS, and the Bureau of Economic Analysis), it is
important that new legislation not be limited to these three. First, as noted above, thereisa
growing confluence of interest in the subject matters addressed by all of the statistical agencies.
Second, the scope of coverage of BLS and Census, in particular, makes the resources of these
agencies (in particular, comprehensive sampling frames) of particular use to NCHS and other
smaller agencies. With our relatively smaller resources, it is an even greater burden for us to have
to recreste these same tools. Third, the authority would allow important collaboration between
the smaller agencies, such as the NCHS/NCES example described previousty.

1 also want to emphasize the importance of enacting not only broad data sharing principles, but
also specific conforming amendments included in the Administration’s proposed Statistical
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Confidentiality Act. Without these detailed changes in existing law, the promise of data sharing

will not be realized in practice.

Finally, it is important to note that the proposed Statistical Confidentiality Act and the recently

issued Federal Statistical Confidentiality Order establish uniform standards for maintaining the

confidentiality of statistical information. We are confident that data could be shared, under these

provisions, in controlled, limited ways that will provide the fullest protections to our respondents.
We will carefully assess the reasons for, and risks from, sharing information with other statistical

agencies, and proceed only with those that we would be comfortable explaining in full to our

respondents.

Related Confidentiality Issues

Before closing, I want to comment briefly on an aspect of confidentiality that is of great
importance to those of us in the health statistics, public health, and research communities. From
its longstanding work in this area, the Subcommittee is well aware of the need to address
fundamental issues in protecting the privacy of medical records, and I expect that this issue will be

before the Subcommittee again in the near future.

There is a growing consensus that the lack of any uniform nationwide privacy protections for
records in the health care system is increasingly problematic, and that a new era of electronic
medical records systems poses potential risks to individuals. New impetus for addressing this

issue has been provided from enactment of the Health Insurance Portability and Accountability



39

Act of 1996 (P.L. 104-191), which mandated the development of new Federal privacy protections

in this area.

As mandated by P.L. 104-191, HHS is nearing the end of a careful review of this issue, based in
part on input from public hearings held by the National Committee on Vital and Health Statistics.

Recommendations for privacy legisiation will be made by the Secretary at the end of August.

The implications of legislation in this area are immense, both in providing for the protection of
individuals and in providing for important and appropriate statistical, rescarch, and public health
uses of medical information. As you are aware, many of the advances in the science of biomedical
research, the detection and control of diseases, and advances in our health care system have come
from the aggregation of individual medical records. I want to emphasize the importance of
achieving dual objectives with this legislation: assuring that privacy is protected, and assuring that
we maintain our ability to provide answers to important health questions through carefully
controlled access to records. Iam looking forward to working with the Subcommittee as it

considers the Secretary’s recommendations.

Again, I thank the Subcommittee for the opportunity to discuss these issues.
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Mr. HORN. Our next witness is Jay Hakes—am I pronouncing it
right—Administrator, Energy Information Administration, Depart-
ment of Energy. Welcome.

Mr. HAKES. Thank you, Mr. Chairman.

In addition to serving in the Administrator’s position at the En-
ergy Information Administration, I also serve on the Interagency
Council on Statistical Policy; and I think during the relatively
short period it has been a statutorily authorized body, it has ac-
complished quite a bit.

The website that was mentioned in earlier testimony is a very
substantial contribution to improving access to information. I
would say a high school student in California today probably has
better access to Federal statistics than many top analysts here in
Washington had 2 or 3 years ago. I think that is a substantial
achievement.

Today we are looking at opportunities for data sharing which do
have potential to reduce costs, improve quality, and reduce re-
spondent burden. We feel that part of this is a management chal-
lenge. All of us have to sort of work on this and make it happen.
But we feel that it will require removing the barrier of different
standards of confidentiality.

Different agencies are authorized to protect data under different
statutes. The Energy Information Administration is, in some ways,
kind of the poster child for confidentiality problems, because we
have very weak statutes governing confidentiality; and, therefore,
we have even more problems than other statistical agencies in get-
ting access to information that we need.

We view this bill’s provisions on confidentiality very helpful, and
we feel that there will be real benefits. In my written testimony I
just referred to three types of benefits. One is, if we can share the
frames from which samples are drawn, there is a lot of efficiencies
to be gained from that. Second, when there are discrepancies in
data, we can get into the individual respondent level and identify
the causes of those discrepancies. I think that is very important.
Third, when a new question comes along, we don’t have to develop
a new set of data. We can often use the data we already have.

I think the Bureau of Economic Analysis makes a number of
good points about how it can use existing data. We have one exam-
ple at the Energy Information Administration. We actually have
many, but I know there is an interest in seeing how this works in
the concrete world. We go out every 4 years and survey residential
energy customers. We are interested in things like: are they using
double or triple pane windows, what percentage of the square foot-
age is heated, how many showers do they have installed. We have
a sample of about 6,000 people, which doesn’t give us State-level
data, but gives us regional data at a national level.

It would make a lot of sense for us to use the census information
as the frame for that study, but we cannot do so under the current
situation. It forces us to make a lot of compromises. It costs us
more money, it has an adverse effect on quality, and, in this case,
there is a little bit more respondent burden, although I think in
this case that is not as big of an issue. There is some real, prac-
tical, quality enhancements that would come if we could share data
with census.
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Then just one other example occurs that may stimulate your in-
terest. When I was talking with Steve Landefeld last week, the Di-
rector of the Bureau of Economic Analysis, he mentioned that in
the 1980’s there was a lot of interest in the Congress in foreign di-
rect investment, and the Congress couldn’t get the type of statistics
that it wanted. There was one proposal that BEA or somebody go
out and collect a whole new data series. What the Congress did at
that time was, in the Foreign Direct Investment Act, took care of
the confidentiality problem, so new data series were created with-
out having to collect new data.

Although that effort has lapsed a little bit in recent years as in-
terest in that area has dropped, I think it shows that legislation
in this area can make a difference. There are real savings that can
be realized, and we look forward to working with you to expand
these opportunities.

Mr. HORN. That is very helpful comment. That might be an in-
teresting model to see what really happened there.

[The prepared statement of Mr. Hakes follows:]
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Thank you for your invitation to discuss the benefits of cooperation among the statistical
agencies, particularly with regard to data sharing,

As a member of the Interagency Council on Statistical Policy, I have participated in recent
efforts by that group to coordinate more effectively the activities of the statistical agencies. We
have had some successes. One of the most recent is creation of a federal statistical web site--
called FedSrats. This effort provides value to current and potential users of federal statistics by
creating 2 common point of access to the federal statistical system. You shouldn’t need to know
which agency produces a statistic to gain easy access. Now voudon’t Although much remains
to be done to further integrate the web site and other mutual activities of the Council, it has
produced a number of good results in its relatively short life span.

Coordination among the statistical agencies can provide better service to policymakers and the
public. Such efforts can contribute to reducing respondent burden, achieving new efficiencies,
and providing high quality products and services that are useful to data users.

Achieving these goals is a substantial management challenge. In addition to the management
challenge, however, there are systemic barmers that must be overcome. In particular,
cooperation among the statistical agencies is made more difficult by the various statutes
affecting confidentiality. Because different agencies have different standards for confidentiality,
their data at the respondent level cannot in many cases be exchanged. My agency--Energy
Information Admimstration—is particularly hampered by the sense of weak protections of
confidentiality that Jimit our ability to oblain data on a confidential basis. This problem can
lead to duphication of effort which can unduly increase respondent burden, add unnecessary
costs, hurt quality, and limit ease of user access.

One of the best ways of realizing these benefits is data sharing among the statistical agencies.
There are at least three specific ways such sharing could work.

. Sharing of frames from which samples are drawn.

The Energy Information Adminisiration, for example, creates frames from which samples are
drawn for 1ts residential energy consumpton surveys. Samples are selected and surveys are
conducted on 4-year cycles. Sampling frames are also created for EIA’s weekly and monthly
petroleum price and supply surveys. New frames do not need to be constructed every time a
sample is surveyed. When a frame is updated, however, the project is resource-intensive. It
would make more sense 1o get these frames from ihe Census or the Bureau of Labor Statistics.
However, with the differing rules on confidentiality that govern the statistical agencies today,
this is not possible. On the other hand, EIA has a frame for commercial buildings that is unique
and would be useful to other statistical agencies. If this frame were used for multiple studies,
instead of just one, it would be more cost effective to improve the quality of the frame.

. Reconciling differences in data series.

Current laws on confidentiality make it difficult to resolve apparent discrepancies in different
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data series. For instance, the Department of Transportation (DOT)vehicle miles traveled data
frequently cannot be reconciled with the Energy Information Administration’s figures on
gasoline consumption. Throughout 1996, DOT data suggested much stronger economic activity
generated gasoline demand growth than that confirmed by EIA figures, confounding forecasters
and oil policymakers. Elsewhere, the Bureau of Economic Analysis would like to resolve some
of the differences in data reports on unemployment and manufacturing shipments, for exampie.
Fixing these problems requires that statistical agencies be able to see each others’s confidential
data. There will be concrete gains in consistency and quality when this can be done.

. Recasting existing data to answer new questions.

The Bureau of Economic Analysis would like to use existing data at the Bureau of Labor
Statistics, the Bureau of the Census, and U. S. Department of Agriculture to produce statistics
that conform more closely to national and regional economic accounting principles. By
obtaining limited information on individual respondents to various surveys, BEA could ensure
reporting 1s consistent with the national economic accounts, explain changes in Gross Domestic
Product components, and prepare special tabulations and studies. We should not be launching
new surveys, when we can reconfigure data already collected if data sharing can occur.

All of the statistical agencies have identified opportunities for data sharing that would reduce
duplication and improve quality. We also have some limited experience with what can happen
when confidentiality barriers are removed.

The growth in foreign dhrect investment in the United States in the 1980's led to requests for
more detailed data for foreign companies. In response the these concerns, the Congress in 1990
passed the Foreign Direct Investment and International Financial Data Improvement Act. The
Act allowed BEA's enterprise data for foreign-owned U.S. companies to be linked to the Census
Bureau’s and BLS’s establishment or plant level data for all U.S. companies to obtain those
agencies’ more detailed data for the foreign-owned companies that report to BEA.

The link projects significantly improved the accuracy, relevance, and comparability of U.S. data
on direct investment. They did so without adding to respondent burden and with considerably
less cost than would have been necessary with a new survey. All these projects have been
recently reduced in scope because of resource constraints, but they still provide a clear case of
the benefits of data sharing.

The Energy Information Administration 1s eager to see adjustments to the confidentiality laws so
we can more aggressively seek opportunities for data sharing. I do not want to leave the
impression that all data sharing projects are easy to implement. Such integration often involves
substantial challenges. The benefits are also substantial. It is very helpful to have the strong
encouragement of the Office of Management and Budget and of this Subcommittee for
accelerating these efforts.
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Mr. HORN. Mr. Ehrlich, we are glad to see you again. You testi-
fied last year when you were still at the Commerce Department.
It is nice to have you back.

So, Mr. Ehrlich is former Under Secretary for Economic Affairs,
and I take it you are now with the ESC Corp.

Mr. EHRLICH. That is right.

Mr. HORN. Based in Washington?

Mr. EHRLICH. Here in Washington.

Mr. HORN. We are glad to have your views.

Mr. EHRLICH. I appreciate that, Mr. Chairman. I appreciate the
opportunity to be here, and it gives me an opportunity to thank you
for your role and your constructive assistance during my tenure in
the previous 4 years, which were very much appreciated. I learned
as Under Secretary to treasure the friends you had, and I did.

Let me respond to, or amplify on one or two other points that
had been made, particularly those you asked of the previous panel.

In 1993, when I first arrived at Commerce, I asked the leading
economic survey managers at Census, BEA, and BLS, which was
then under the direction of Acting Director Bill Barron, to put to-
gether a list of efforts that they could pursue if they weren’t ob-
structed by the obstacles that this bill would remove.

That group was called the Mesenbourg Commission after Tom
Mesenbourg, who was the Associate Director at Census for Eco-
nomic Programs. It gave estimates in their report. They listed 40
initiatives with the burden hours that would be saved if those were
to be implemented.

I don’t have a copy of it with me today, but it is an official Cen-
sus document, and it would be available to your staff. Particularly
in the area of the business register, which is the largest area of du-
plication between Census and BLS, the savings could be in the tens
of millions of dollars in private sector burden reduction.

My colleague, Mr. Hakes, also made the point about BEA and
BLS sharing data in the link project, which allowed us to look at
the characteristics of plants that were owned by foreign affiliated
capital. That was extraordinarily productive and another good ex-
ample of what might be done.

Data sharing legislation is good and long overdue, and the move-
ment to a virtual agency is also long overdue. But, as I am fond
of saying, virtual is nineties speak for “not.”

There are still remaining opportunities to pursue aggressive co-
ordination, and I think for that reason the Congress should still
consider the various dimensions of the consolidation issue as it
works through this legislative vehicle.

I think it is important to keep in mind as we pursue these coordi-
nation efforts, including consolidation, that the goal has to be a
better statistical product. I think you will find that the cash sav-
ings are extraordinarily low, that the level of purely duplicative
work is very low, but we do have the opportunity through greater
coordination—if not outright consolidation—to pursue a variety of
goals. We have the ability to set national statistical priorities.

Ms. Katzen, in the earlier panel, talked about the problem of
agencies wanting to have model or sectoral data to answer their
own policy problems. Well, a consolidated or much more highly co-
ordinated system would give us the opportunity to talk about
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whether that data was really a national statistical priority or if it
should be funded by the agency out of its own resources. Consolida-
tion would also allow far greater competition among the different
modal types of statistical gathering because congressional patrons
and departmental champions and constituents wouldn’t be able to
segment the system in its appropriation. The consolidated agency
would also allow us to realize new opportunities. Mr. Hakes talked
about some of those.

One that we were trying to pursue when I left Commerce was
getting Census and BLS to get the same data set for retail sales
and for consumer price information using bar codes. That had a va-
riety of difficulties, some of which would be solved by statistical
data sharing legislation, but some require simply a far higher level
of management attention that is unclear to me that the current
system can provide.

I am concerned that we are moving toward a consolidated agency
that would be independent in the administrative sense of the word.
That is, we put economists together and send them out to Rock-
ville, Springfield, Morgantown, Suitland, or wherever and tell them
to come back when they have the problem solved. That is not what
happens in Canada, although there is confusion about that point.

I am worried that an independent agency in the classic sense
would be a political orphan when it came time to fight for budg-
etary resources or to keep agencies accountable. Accountability is
very important in our agencies. It is what stops, for example, the
career professionals at the Census Bureau from writing articles or
producing product about why there is poverty in the United States
as opposed to measuring it, or preventing the professionals at BLA
from talking about what ought to be done in the business cycle at
a certain stage as opposed to measuring the business cycle.

For those reasons, I think we need to always think about a Cabi-
net-level steward for any consolidated statistical agency.

The problem, Mr. Chairman, is that the obvious and ideal choice,
to my thinking, is the Commerce Department, much as the central
statistical entity in Canada reports to Industry Canada. I think we
are engaged still in the remnants of a snipe hunt about the Com-
merce Department here in the Congress, and we need to get over
that so that we can start to make decisions about the statistical
system that are governed not by the desire to dismantle Commerce,
or to adjust the CPI, or to perpetuate the undercount in the decen-
nial census, but rather decisions that are made with the best inter-
ests of the statistical users and our Nation in mind.

I appreciate the opportunity to edit the submitted remarks I
have given the committee. Now that I am on my own, my only op-
portunity to perfect the product has been reduced.

Mr. HORN. We thank you for that statement of clarity.

[The prepared statement of Mr. Ehrlich follows:]
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Statement of
Dr. Everett M. Ebrlich
Presid ESC Comp

Before the
Subcommittee on Government Management, Information. and Technology
U.S. House of Representatives

July 29,1997

Mr. Chairman and Members of the Subcomminee:

Thank vou for the opportunity o testifv before you on the matter of consolidating the
statistical agencies. Let me summarize briefly my views and then tun to vour questions.

The goal of any consolidation must be to improve the quality of our nation’s data. If vour
goal is 10 save money. you will be disappointed. There is still a little duplication within the
svstem -- BLS and Census should coordinate better their business registers. rather than each
pursuing its own -- but not much. Moreover. any savings should be channeled into better
economic measures. which are massively underfunded.

But consolidation could improve our system. First. it would allow us to set national
statistical priorities. Today. energy and agriculture are over-funded while economic data suffers.
Their Congressional patrons. Departmental champions. and constituents will preserve that under-
funding unless the agencies are all forced to compete in the same account. This is why any
consolidated agency must subsume not only Census. BEA. and BLS. but EIA. the agriculture
system. and other agencies.

A single agency would also lead 1o greater methodological consistency -- the issue of
price measurement comes to mind. [t would also allow us 10 realize new opportunities. such as
merging retail sales and consumer price data collection using bar codes. And it would raise the
status of statistical work among young economists. demographers. and statisticians.

But making such a consolidated agency “independent” is a bad idea. An “independent”
agency would be a political orphan when it came time 1o fight for budget resources. It would be
unrepresented at the Cabinet level. and absent Secretarv-ievel accountability. It could be a
management failure. straying from its mission to conduct academic research. perform policy
analyses. or other extraneous efforts. Mr. Chairman. do we really want o turn the economists
loose to run something very, very large?

In Canada. the consolidated statistical agency reports to Industry Canada. the Canadian
Commerce Department. for precisely those reasons. The right thing 1o do is to create a national
statistical agency that resides within the Commerce Department. just as the Pension Benefit
Guarantee Corporation resides within the Department of Labor -- as an independent entity with a
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Cabinet-leve! Board of Directors. The alternative is to place the agency next to the IRS. OSHA.
or other places where it does not beiong.

The problem with this proposal is that some members of the Congress are still involved in
an ntellectual snipe hunt to get rid of the Commerce Department. Once we get past this
counterproductive exercise. the natural fit between Commerce and the statistical agencies can
emerge.

A final point concerns the decennial census. Some consolidation proposals take the
census out of the consolidated agency. That's a bad idea. The decennial rests on the abilities of
its agency -~ field organization. technology. statistical analysis. instrument design. and so forth.
The more removed it becomes. the costlier and less effective it will be. Moreover. an isolated
decennial Census would be more vuinerable 10 the kind of partisan and parochial political anacks
that 1 is now experiencing over the widelv-acknowledged need to use sampling to account for
missing people. This is another example of why our statistical agencies need Cabinet-level
stewardship.

Mr. Chairman. the issue of consolidation has been intertwined with a host of political
agenda points -- to wipe out the Commerce Department. to adjust the CPl. to preserve the
undercount in the 2000 Census. We need to put these agendas aside and construct a plan that has
the goal of better economical and social data for our nation.

Thank vou for your attention.
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Mr. HOrN. Mark Wilson, Rebecca Lukens fellow in labor policy,
Heritage Foundation. Welcome.

Mr. WILSON. Mr. Chairman, thank you for inviting me to testify.

My name is Mark Wilson. I am the Rebecca Lukens fellow in
labor policy at the Heritage Foundation. I would like to lend my
voice to the discussion today on how consolidating Federal statis-
tical agencies would free up additional resources and enhance the
production of individual privacy and improve data quality. Please
accept my written testimony and enter it in the record.

I must also emphasize my remarks are my own opinions and
should not be construed as representing any official position of the
Heritage Foundation.

The American statistical system, as everyone realizes, is one of
the most decentralized data producing systems in the world. Al-
though other countries have moved toward centralizing their statis-
tical work within a single agency, the United States has moved in
the opposite direction, creating more and more separate statistical
agencies throughout government, more often than not with sepa-
rate confidentiality provisions and requirements and mandates on
each one. The result has been a patchwork of statistical agencies
and confidentiality provisions with little or no data sharing re-
quirements or mandates or provisions amongst or between them.

Despite spending almost $2.7 billion per year, the Federal statis-
tical system is in somewhat of a crisis these days. The country’s de-
centralized system hinders improvements and squanders resources
on, at times, duplicitous bureaucratic overhead. As a result, the
quality of the Nation’s economic and social statistics has deterio-
rated over time. Poor data, in turn, has a damaging effect on the
Federal budget, a detrimental effect on the public policy debate,
and disastrous implications for business decisions, points that the
General Accounting Office acknowledged in a July 1995 report.

Over the years, numerous improvements that have been cited by
the experts as necessary for ensuring the quality of U.S. statistics
have not been implemented. The decentralized fragmented Federal
statistical system means no single agency or official is really an-
swerable for the modernization and improvement projects that cut
and sweep across agencies, such as improving measures of the
service sector of our economy. I am not sure whether a virtual
agency would have a clearly defined, singularly answerable, and
identifiable person in this fashion that could do this.

The chief statistician can assert leadership and attempt to en-
courage such action but currently is very limited in terms of what
ability they have to ensure the accountability that the agencies
that currently conduct updates to our statistical system carry out
those improvements.

The fragmentation and confusion of the current system has left
many key areas of our society unmeasured, while resources are ex-
pended on collecting data of what I feel are limited public policy
interest. For example, we have quarterly data on the number of
goats that are lost to predators going back a number of years, but
we have precious little data on the role of religion in creating sta-
ble and well-adjusted families.

The topic that has been discussed here at great length has been
tangentially the decline in the public trust of Federal surveys and
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the Federal statistical system as a whole. Protection of the con-
fidentiality of data collected for statistical purposes is basic to the
development of high-quality data in any statistical system. Unless
respondents can be assured that the data that they provide to the
government for statistical purposes will not be used for regulation
or enforcement, they will either not respond or report inaccurate
information.

The protection of confidentiality, again, as these gentleman have
pointed out in previous testimony, is not uniform in the current
Federal statistical system because the individual agencies have
been created at different times for different legislative reasons. As
a result, the system operates currently under a complex set of reg-
ulations, Executive orders, and laws that differ in application
among the statistical agencies.

Although OMB’s new confidentiality order is a step in the right
direction, I believe that legislation is necessary to correct this
patchwork of confidentiality requirements that we have. Currently,
the U.S. system has neither the advantages that come from cen-
tralization nor the efficiency that comes from strong coordination.
While centralization alone is not a sufficient measure to solve all
the problems facing the system, significant improvement, I believe,
cannot occur without it.

According to former Commissioner of the Bureau of Labor Statis-
tics, Janet Norwood, consolidating the fragmented and decentral-
ized Federal statistical system is one of the most effective solutions
to the problems it is currently under. It would provide better data
at a lower cost. It would create a single statistical agency that
would facilitate the creation of a coherent national research strat-
egy and development of better statistics. It would also have greater
independence and improve the confidentiality and public trust in
our statistics.

As the 105th Congress begins its debate over the Federal statis-
tical system, it should bear in mind four important principles to en-
sure the taxpayers and data users receive the greatest benefit from
any reform.

Combine as many agencies as possible. Although consolidating
the four largest statistical agencies would eliminate some duplica-
tion, the largest budget savings and benefits from economies of
scale will occur and come from integrating as many of the smaller
agencies as possible.

Improve privacy and confidentiality. The confidentiality protec-
tion laws established piecemeal among the different statistical
agencies should be replaced with uniform privacy provisions that
would permit the exchange of confidential information for statis-
tical purposes only and ensure the independence and objectivity.
Two of the most important attributes of an objective statistical
agency are the longevity of leadership and the independence from
political pressure.

You should also strengthen coordination by giving a consolidated
agency the authority and the management structure to enable it to
develop an overall statistical research and development agenda and
to implement modernization and improvement projects across agen-
cies.
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Thank you for your time. I would be happy to answer any ques-
tions you might have.

Mr. HORN. We thank you for your time.

[The prepared statement of Mr. Wilson follows:]
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Mr. Chairman, Members of the Committee, thank you for inviting me to testify on the
oversight of statistical agencies. My name is Mark Wilson. I am the Rebecca Lukens Fellow in
Labor Policy at The Heritage Foundation. Today, I would like to discuss how consolidating
federal statistical agencies would free up additional resources, improve the ability to develop a
coherent national strategy on statistics, enhance the protection of individual privacy, and improve
data quality. Please accept this written testimony and enter it into the record. I must emphasize
that my remarks are my own opinions, and should not be construed as representing any official
position of The Heritage Foundation.

A Brief Overview of the Federal Statistical System

The framers of the U.S. Constitution created the requirement for using statistical
information in the operation of government by providing that a population census be conducted
every decade to serve as the basis for reapportionment of the House of Representatives. Over
time, as new pressures to produce information for public policy arose, Congress has created a
variety of statistical agencies.! And although other countries have moved toward centralization
of statistical work with in a single agency, the United States has moved in the opposite direction.
— creating more and more separate statistical agencies throughout government.

The American statistical system is one of the most decentralized data-producing systems
in the world. Besides the hundreds of private, state and local producers of statistics, such as Dun
and Bradstreet and F.W. Dodge Inc, there are 11 separate federal agencies in nine of the
government'’s departments whose sole purpose is to create economic and social data. In 1994,
these 11 agencies, which form the core of the government’s statistical system, spent more than
$1 billion to produce and publish the nation’s primary data. Furthermore, the Office of
Management and Budget (OMB) found that over 70 agencies spent more than $500,000 each for
statistical activities in FY 1994, and that the entire federal government spends almost $2.7 billion
per year on statistical operations.’

All of this work is loosely coordinated by a small group of people in the Office of
Management and Budget. The Statistical Policy Branch (SPB) has policy oversight and
coordinating responsibility for all of the government's statistical activities.” The SPB sets
ciassification and quality standards, oversees the protection of objectivity and privacy rights,
reviews collection of information requests for duplication, and represents the United States at the
United Nations Statistical Commission. The SPB operates as best it can within a decentralized
system to improve federally produced statistics by asserting leadership and attempting to
encourage action by individual agencies.

' For example, in 1862, Congress created the National Agricultural Statistical Service. In 1884, the Bureau of Labor

(now the Bureau of Labor Statistics) was created. The Energy Information Admini was established in 1977.
? Statistical Programs of the United States, Executive Office of the President, Office of M and Budget,

Issues for Fiscal Years 1980-94.
3 In 1995, the Statistical Policy Branch had a Chief Statistician heading the office and a staff of four professionals.
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Despite this oversight and almost $2.7 billion dollars per year in funding, the federal
statistical system is in crisis. The country’s decentralized system hinders improvements and
squanders resources on duplicative bureaucratic overhead. As a result, the quality of the nation’s
economic and social statistics has deteriorated. Poor data, in turn, has a damaging effect on the
federal budget, a detrimental effect on the public policy debate, and disastrous implications for
business decisions.

The Serious Consequences of a Statistical System in Shambles

Problems with America’s economic statistics can have a profound effect on the federal
budget and public policy debate — a point the General Accounting Office acknowledged in a July
1995 report entitled “Economic Statistics: Measurement Problems Can Affect the Budget and
Economic Policymaking.” For example, just one source of upward bias in the Consumer Price
Index (CPI) is estimated to have added over $271 billion to the national debt from 1975 to 1996.

A faulty CPI also affects the accuracy of national statistics on real economic growth, productivity,
poverty rates, and real wages. This in turn affects the public policy debate by misleading Members
of Congress and President Clinton into thinking that the real growth in these statistics is slower than
it really is. Moreover, distortions in the measure of the number of families in poverty can, and does,
affect both specific program budgets and public policy in general.

One of the most disturbing problems has been the decline in the quality of the decennial
census. Despite its vital constitutional role and its use in allocating federal funds for education,
welfare, and transportation, the 1990 census marked the first time since its inception that the
quality of the data produced deteriorated relative to a previous census.® This occurred despite the
fact that the 1990 census was the most expensive in history. Moreover, the future outlook is
bleak; a recent General Account Office study recently concluded that the 2000 decennial census
is a high-risk project that is likely to produce unsatisfactory data.®

The concept of the new information age suggests that the role of data in the economy will
be more important than ever before. The failure to implement necessary improvements to the
federal statistical system will over time lead to distortions in the data and affect the ability of
industry to make accurate business decisions. Good statistics are critical for correctly
determining the most efficient location of a new road, airport, or manufacturing plant and when
to build them. Bad information, on the other hand, can cost businesses billions of dollars a year
and communities thousands of lost job opportunities.

 Toward a More Accurate Measure of the Cost of Living, Final Report to the Senate Finance Committee from the
Advisory Commission To Study The Consumer Price Index, December 4, 1996, p. 7.

$U.S. General A ing Office, “D: ial Census: 1990 Results Show Need for Fundamental Reform,”
GAO/GGD-92-94, June 9, 1992,

°U.S. General Accounting Office, "High-Risk Series: Quick Reference Guide,” GAO/HR-97-2, February |, 1997.
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The Deterioration of Economic and Social Statistics

Over the years, numerous improvements cited by experts as necessary for ensuring the
quality of U.S. statistics have not being implemented.” Responsibility and accountability for
improvements are scattered across at least 70 agencies. The decentralized and fragmented federal
statistical system means that no single official or agency is answerable for the modernization and
improvement projects that cut across agencies, such as improving measures of the service sector.
Moreover, most statistical agencies are regarded as minor appendages within various cabinet-
level departments, and the promotion of important statistical issues is given low priority relative
to other, high profile departmental goals and objectives. The provision of statistics suffers from
the lack of an individual (or agency) who is fully answerable for the quality of the statistics, is
charged with developing an overall statistical research and development agenda, and can serve as
a strong advocate on behalf of federal statistics.

The fragmentation and confusion of the current system has left many key areas of society
unmeasured while resources are expended on collecting data of limited public policy interest. For
example, a user relying on federal statistics can find quarterly data produced by the Department
of Agriculture on the number of goats lost to predators but cannot find statistics on the life
expectancy of farmers relative to other occupational groups. Moreover, while the Environmental
Protection Agency has resisted producing comprehensive estimates on the cost of its regulations,
it currently collects as many as three overlapping and inefficient sets of data (using different
reporting formats) on hazardous wastes and their management. Likewise, federal statistics on
vehicle ownership and household plumbing are available by racial origin for every ZIP code in
the nation. However, no federal statistics are available, even at the national level, on the relative
impact of federal taxation on the income of different racial and ethnic groups.

The deterioration in the quality of the census has been accompanied by the increased
politicization of the Census Bureau’s decisionmaking process. Controversy surrounds the issue
of using statistical sampling in the next census in order to correct the traditional head-count
method to compile census statistics (which critics claim under-counts low-income and minority
populations). Described by one commentator as “an explosive political event,” this controversy
involves lawmakers, ethnic and political organizations, and regional groups.® The intensive
lobbying and legislative effort to influence the methodology used by the Census Bureau have
politicized the statistical process and threatens the integrity of the statistical requirement in the
U.S. Constitution.

7 See Joseph W. Duncan and Andrew C. Gross, Statistics for the 21* Century (Chicago, Il: Irwin Professional
Publishing, 1995); and U.S. General A ing Office, istical Agencies: C lidation and Quality Issues,
GAO/T-GGD-97-78, April 9, 1997.

® James Glassman, “A Virtal America?” The Washington Post, May 13 1997, p A-17.
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Declining Public Trust in Federal Surveys

The federal statistical system also faces the serious problem of declining public trust in
government, specifically trust that the information provided to the government will be held in the
strictest confidence and not be used against them. Protection of the confidentiality of data
collected for statistical purposes is basic to development of high-quality data in any statistical
system. Unless respondents can be assured that the data they provide to the government for
statistical purposes will not be used for regulation or enforcement, they will either not respond to
the survey or report inaccurate information. Either way, the statistical series produced will be
biased and inaccurate.

Such protection of confidentiality is not uniform in the current federal statistical system
because individual agencies in the decentralized U.S. statistical system originated at different
times for different legislative reasons. As a result, the system operates under a complex set of
regulations, executive orders, and laws that differ in application among statistical agencies. At
one extreme is the Census Bureau, where protection prohibits other federal agencies from
accessing the microdata even if they have paid the Census Bureau to collect it. At the other
extreme are many agencies, like the Energy Information Administration, where data that is
collected is often used in enforcement proceedings against the respondents. At times, as in the
case of the National Center for Educational Statistics, where the law spells out clear
confidentiality protection, Congress itself stepped in to weaken protection retroactively.’

Just as important as the confidentiality issue itself, differences in confidentiality laws and
policies among the statistical agencies hamper and, in some cases, prohibit the exchange of
microdata between the agencies. As a result, agencies must either forgo the use of data already
collected or recollect the data themselves. The burden on respondents is thereby increased, and
many, believing the government statistical system to be inefficient and incompetent, choose not
to respond at all to surveys unless required by law. Moreover, agencies cannot undertake
comparative microdata research and universe list comparisons, or work to ensure the uniformity
of classifications with data collected by two or more different statistical agencies.

The Benefits of Consolidating Statistical Agencies

According to former Bureau of Labor Statistics (BLS) Commissioner Janet Norwood,
consolidating the fragmented and decentralized federal statistical system is "the most effective
solution to the problems of the federal statistical system."'® Currently the U.S. system has
neither the advantages that come from centralization nor the efficiency that comes from strong
coordination. While centralization alone is not a sufficient measure to solve all of the problems
facing the system, significant improvement cannot occur without it.

? Janet L. Norwood, Organizing to Count, (Washington, D.C.: The Urban Institute Press, 1995). Janet Norwood
was Commissioner of the Bureau of Labor Statistics from 1979 to 1991.

' Janet L. Norwood, Organizing to Count, p 71
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Among the advantages offered by consolidation are:

Better data at lower cost. Consolidation would reduce bureaucratic overhead costs and the
production of duplicative, contradictory, and inconsistent data. A consolidated statistical
agency would be able to achieve greater economies of scale by reallocating resources more
quickly to priority areas and encouraging greater mobility and cross-fertilization of
knowledge across the statistical surveys. Existing surveys could be more effectively
redesigned to improve cross-tabulation and the matching of data. Coordination of activities
between agencies would be improved.

The creation of a single statistical agency would facilitate the creation of a coherent
national research and development strategy on statistics. One agency would be
responsible and accountable for developing a strategy to adapt the federal statistics system to
changes in society.

Improved confidentiality and public trust. Consolidation would eliminate the piecemeal
tangle of confidentiality protection laws currently in place through different statistical
agencies. Respondents who supply data to the federal government would have the legislative
assurance that the information they provide for statistical purposes could not be used against
them in enforcement actions. Both survey response rates and data reliability would improve.
Data sharing between the consolidated agencies would also improve, thereby reducing public
reporting burdens. Moreover, the consolidated agencies could begin comparative microdata
research and universe list comparisons; they could ensure the uniformity of classifications
with in the data collected by the different statistical agencies. Strict firewall protections with
enforcement agencies and penalties for disclosing or viewing information would ensure that
the creation of a centralized statistical agency is not a threat to American’s privacy and civil
liberties.

Greater independence. Currently, all statistical agencies are located within larger
departments or agencies. While intentional political bias is not discemible at the major
agency level, much of the work of smaller agencies is intimately related to the policies and
priorities set by political appointees. The creation of an independent federal statistical
agency would improve the credibility and integrity of the nation’s statistics and free them
from the danger of politicization by either the Administration or Congress.
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The Key Principles of Consolidation

As the 105" Congress begins its debate over the federal statistical system, it should bear
in mind four important principles to ensure that taxpayers and data users receive the greatest
benefit from any reform:

1. Combine as may agencies as possible. Although consolidating the four largest statistical
agencies (Census, BLS, BEA, and National Center for Health Statistics) will eliminate some
duplication, the largest budget savings and benefits from economies of scale will come from
integrating as many of the smaller data agencies as possible. Another commission to study
consolidating the four largest statistical agencies is not necessary. Two-thirds of the
committees or commissions over the past 30 years have recommended some form of
consolidation. Another commission would most likely reach the same conclusion.

2. Improve privacy and confidentiality. The confidentiality protection laws established
piecemeal among the different statistical agencies should be replaced with uniform privacy
provisions that would permit the exchange of confidential information for statistical purposes
only. Information provided by the public for statistical purposes must never be used in
enforcement actions against survey respondents and strict firewalls should be set up between
statistical and enforcement agencies.

3. Ensure independence and objectivity. The two most important attributes of an objective
statistical agency are longevity of leadership and independence from political pressure.
Fixed terms in office longer than 4 years would provide the ability to resist demands for
changing the way data are collected and interpreted. The length of time in office is critical to
the future integrity of government data, and also has an important effect on the efficiency
with which a statistical agency operates.'

4. Strengthen coordination. Oversight and coordination responsibility for the government’s
statistical activities should be clearly vested in one agency. This agency should be given the
authority and management structure to enabie it to develop an overall statistical research and
development agenda and to implement modernization and improvement projects across
agencies. This agency should also have authority over the federal statistical survey form
clearance process.

These principles form the foundation of sensible statistical system reform that will
improve data quality while reducing costs.

'" Janet L. Norwood, Organizing to Count, p 81.
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How Congress Can Implement Reform

To implement these principles, Congress should:

Consolidate the four major statistical agencies — Bureau of Economic Analysis, Bureau
of Labor Statistics, Bureau of the Census, and National Center for Health Statistics —
into a new Bureau of National Statistics (BNS). This new agency should be headed by an
independent Chief Statistician of the United States and shouid have a board of directors
whose members are appointed for seven-year terms by the President, subject to confirmation
by the U.S. Senate. The board of directors would evaluate and recommend to the President
and Congress budget priorities and survey improvements as well as oversee the maintenance
of the quality and objectivity of the data currently produced.

Combine the remainder of the federal statistical system into the BNS over a period of
seven to ten years. A commission could be established to develop recommendations for this
consolidation including a schedule for the unification and the ultimate organizational
structure of the BNS.

The Bureau of National Statistics should ist of two major components: a Public
Statistics Division and a Government Statistics Division. The statistical system of a nation
generally provides two forms of statistics: public statistics, which are of wide interest and
used by the general public and business community, and administrative statistics, which are
generally of narrow interest and are used within the govemment for policymaking and’
rulemaking purposes. The Public Statistics Division would be charged with producing
statistics of general public interest and would initially consist of four bureaus -- Census and
Demographic, Labor and Prices, National Income, and Health — that incorporate the functions
currently carried out by the four major statistical agencies. Other bureaus could be added as
other statistical agencies are combined within the BNS. The Government Statistics Division
could operate in a manner similar to Britain’s the highly regarded Government Statistics
Service.” It would consist of a corps of statisticians who work within the various
independent agencies and cabinet departments to service their individual administrative
statistical needs. While these statisticians would be under the day-to~day control of managers
within the individual agencies in which they worked, they would be employed and promoted
by the BNS and would be mobile across the federal government.

Develop uniform privacy protection provisions under which the BNS would operate.
These protections would allow data sharing for purely statistical purposes within the BNS
and prevent access by agencies or individuals outside of the BNS. Information provided to
the BNS by the public could never be used in enfc actions against the survey’s
respondents.

2 The UK's Government Statistical Service (GSS) was established in 1993 as one in a series of reforms. For a brief
overview of the British system see the Internet site: http://www statsbase.gov.uk/gtos2/dbguide.htm.
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Conclusion

The U.S. statistical system is facing a severe crisis. The quality of the data being
produced by the federal statistical system is in danger of being compromised by both increased
politicization and by an inability to keep pace with a rapidly changing society and economy. In
an economy increasingly driven by information, the costs of flawed data resulting in ili-informed
business and personal decisions can be very large, and the impact on the federal budget can
exceed the cost of all federal statistical agencies combined.

At the root of these problems lies an extremely fragmented organizational structure that is
both inefficient and ineffective. Consolidation alone will not solve all of the problems plaguing
the federal statistical system. But it will not be possible to address the system’s fundamental
problems with the current structure in place. Congress should address the serious problems
inherent in the decentralized statistical system by consolidating the Bureau of Labor Statistics,
the Bureau of Economic Analysis, the Bureau of the Census, and the National Center for Health
Statistics into a new independent Bureau of National Statistics (BNS). The BNS can then become
the structure into which the remainder of the current disjointed statistical system could be
consolidated.

Consolidating statistical agencies offers many advantages: greater independence and
insulation from political manipulation; the ability to develop for the first time a coherent national
strategy on statistics; a freeing up of wasteful and duplicative resources; and enhanced protection
of individual privacy while data quality is improved.
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Mr. HORN. Let me go to our last witness before we ask questions.
Mary Susan Vickers, research director, Interstate Conference of
Employment Security Agencies, Inc.

Ms. VICKERS. Thank you, Mr. Chairman, for this opportunity to
testify on behalf of the Interstate Conference of Employment Secu-
rity Agencies.

My name is Mary Susan Vickers, and I am director of labor mar-
ket information for the Interstate Conference, or ICESA. ICESA is
the national organization of State officials who administer the Na-
tion’s employment and training services, unemployment insurance
laws, and labor market information programs. The State Labor
Market Information Divisions, or LMI units, within employment
security agencies produce, analyze, and distribute labor statistics to
improve economic decisionmaking. These statistics include employ-
ment, unemployment, and wage information produced primarily
through cooperative Federal-State statistical programs with the
Bureau of Labor Statistics.

The BLS programs are housed in State employment security
agencies because their existence depends directly on their connec-
tion to unemployment insurance administrative data. BLS’s con-
tracts in each State rely on access to and use of confidential admin-
istrative records collected by the States for the administration of
unemployment insurance programs. The collection of unemploy-
ment insurance data is authorized by State law and conducted ac-
cording to State policies and regulations. The disclosure of unem-
ployment information is also governed by State statute and policy.

These Federal-State statistical programs are a fully integrated
component within State employment security agency functions.
Within the unemployment insurance programs, for example, they
are used to set unemployment compensation benefits and to deter-
mine tax rates for employers. For job training and employment pro-
grams, they are used to allocate resources to sub-state areas. These
statistical programs, using supplemental resources from the U.S.
Department of Labor’s Employment and Training Administration,
are key to developing knowledge about where there are current
jobs, what they pay, and the background and education job seekers
need to obtain them.

Within the context of the Federal-State cooperative programs
with the Bureau of Labor Statistics, the States perform two critical
functions: First, they are the producers of the statistical data. Sec-
ond, they provide the analysis requested by State and local users
to create that data into information, labor market information.

Labor market information is a key driving factor in the planning
and delivery of State work force development systems and major
State welfare reform initiatives. State staff are responsible for
keeping employers informed of the confidential statistical use of the
data and have a vested interest in data quality and timeliness.
States are also strong advocates for reducing employer reporting
burdens; for addressing State confidentiality concerns in State data
sharing proposals; and to ensure that the States, as producers of
labor market information, achieve equal status within the Federal-
State statistical system.

Federal sharing of State data represents a transfer of authority
from the States to the Federal Government. This transfer of au-
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thority means that the States require assurance that Federal prac-
tice does not violate State statute.

If, as a result of consolidation, for example, confidential data
from State unemployment insurance records provided to the Bu-
reau of Labor Statistics were to be shared with another Federal
agency, statutes in several States would have to be changed. State
legislatures might agree to some of these changes only if qualifiers
were stipulated. These qualifiers might include that States be ad-
vised of the nature of the use of the data and the State would be
reimbursed for the cost of providing the data to the additional Fed-
eral agency or the Federal reciprocal agency would abide by State
disclosure rules.

It is also our position that the States should have access to data
held by Federal agencies for statistical purposes. Data sharing
agreements should be reciprocal. An agency receiving data and
then sharing that data should also provide access to the original
collecting agency, which may be a State.

Finally, we believe that a reformed system should ensure a State
rule that encourages the Federal statistical system to evolve as the
needs of our mutual customers evolve. In other words, consolida-
tion for greater efficiency is important, but consolidation will not
be effective if it is not responsive to our customers’ needs or if it
does not recognize the interdependence between Federal and State
needs.

The Federal statistical agencies have direct customers, such as
the Federal Reserve Bank, while States’ customers are employers
planning business expansions, job seekers, and economic devel-
gpers. The needs of all of these customers are important and must

e met.

As you develop your reform proposal, ICESA is prepared to assist
in additional study and planning for change. Thank you for the op-
portunity to share our comments.

Mr. HOrRN. Well, thank you. I appreciate your testimony.

[The prepared statement of Ms. Vickers follows:]
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Thank you, Mr. Chairman, for this opportunity to testify on behalf of the Interstate
Conference of Employment Security Agencies. My name is Mary Susan Vickers. [ am Director
of Labor Market Information and Research for the Interstate Conference of Employment Security
Agencies or ICESA. ICESA is the national organization of state officials who administer the
nation’s employment and training services, unemployment insurance laws, and labor market
information programs in the 50 states, the District of Columbia, Puerto Rico and the Virgin
Islands. The state Labor Market Information (LMI) Divisions within the state employment
security agencies produce, analyze and distribute labor statistics to improve economic decision
making. These statistics include employment, unemployment, and wage information produced
primarily through federal-state cooperative programs administered by the Bureau of Labor

Statistics.

The cooperative federal-state statistical programs operated by the Department of Labor’s
Bureau of Labor Statistics (BLS) are housed in state employment security agencies because their
existence depends directly on connectivity to unemployment insurance administrative data.

Under contract to the BLS, the states provide daia collection and estimation services.

ICESA. . .strengthening the national workforce develapment network through information exchonge, fiaison and advocacy.
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ICESA’s Statement before the Subcommittee on Government Management. Information & Technology

The Bureau of Labor Statistics™ contracts with each state rely on access 10 and use of the
confidential administrative records collected by the states for the administration of the
unemployment insurance program. The collection of unemployment insurance data is authorized
by state law, and conducted according to state procedures and regulations. The disclosure of
employer and unemployment insurance claimant information also is governed by state statute
and policy. Survey respondents are assured by states of the specific purposes for which their data

will be used.

These federal-state statistical programs are a fully integrated component within state
employment security agency functions. Within the unemployment insurance program, they are
used to set unemployment cormpensation benefit rates, trigger extended benefit programs during
economic downturns, and determine tax rates for employers. For job training and employment
programs, they are used to allocate resources to substate areas. These statistical programs, using
supplemental resources provided by the U.S. Department of Labor’s Employment and Training
Administration, also are key to developing knowledge about where current jobs are, what they

pay, and what education and background jobseekers need to obtain them.

Within state governments, these federal-state statistical programs and program services
are used for state revenue forecasting, performing economic analyses, and assisting employers in

understanding prevailing local labor market wage requirements.

Within the context of the federal-state cooperative BLS statistical program, the states
perform two critical functions: (1) they are the producers of statistical data; and (2) they provide
the analysis requested by state and local users to create Labor Market Information. Labor Market
Information, adapted by state LMI Divisions to unique state needs, is'a key factor driving the

planning, delivery, and evaluation of established and emerging state workforce development
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ICESA’s Statement before the Subcommittee on Government Management, Information & Technology

systems and major state welfare reform initiatives.

Because of the states’ critical role in the development of data, the states have a substantial
interest in reform efforts and discussions of consolidation of federal statistical agencies. The
state LMI Divisions are closely connected not only 10 the data but also to the employers who

provide the data.

State staff are responsible for keeping employers informed of the contidential statistical
use of the data. State staff understand how data are to be interpreted, not only as part of federal
programs but also in relationship to state and local laws, practices, and unique state and local
data use. Because there are state uses for the data, state staff have a vested interest in data quality

and timeliness. This perspective should be recognized in any reform legislation.

Additionally, the states are strong advocates for:

. reducing employer reporting burdens;

. addressing state confidentiality concerns in data sharing proposals;

. ensurir.lg that appropnations for statistical purposes are provided 1o statistical
agencies;

. developing institutional restructuring to ensure that the states as producers of LML

achieve equal status within the federal statistical system; and,

. minimizing the array of information delivery mechanisms.
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ICESA’s Statement before the Subcommittee on Government Management. Information & Technology

Federal sharing of state data represents a transfer of authority from the states to the
federal government. This transfer of authority means that the states require institutional vehicles
to protect information about employers and individuals, including rights of state access to and
approval of the manner in which confidentiality is protected, and assurance that federal practice
does not violate state statute.

If, as a result of consolidation, confidential data from state unemployment insurance
records provided to the Bureau of Labor Statistics were, for example, shared with another federal
statistical agency, statutes in some states would have to be changed. State legislatures might
agree to such changes only if qualifiers were stipulated. These qualifiers might include:

« states must be advised of the nature of the use of the data;

« data sharing must be reciprocal between the federal agency and the state employment

security agency;

» the data may be used for statistical purposes exclusively;

o strict confidentiality must be maintained;

« the state must be reimbursed for the cost of providing the data to the additional agency;

« the data may not be used for regulatory, taxation or enforcement purposes;

o to ensure informed consent, respondents must be advised of the additional federal use;
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[CESA’s Statement before the Subcommittee on Government Management. Information & Technology

« “identifiers” of respondents must be removed;

» the federal recipient agency must abide by state disclosure rules; and.

¢ the federal agency must recognize the state role in the federal/state data system.

It is also our position that the states should have access to data held by federal agencies
for statistical purposes. Data sharing agreements should be reciprocal: an agency receiving data
and then sharing that data should also provide access to the original collecting agencv which may

be a state.

Because of state statutes, specific data sets have already been identified and earmarked
exclusively for statistical use. States are committed to safeguarding confidential data. The states
would be able to protect the data from access by the non-statistical components in the state
employment security agency and would be able to ensure that the data would be used exclusively

for statistical purposes.

Given the central role of the states in data collection, statistical estimation and analysis,
under the scrutiny and sanction of state and local users, redesign of the federal statistical system
should have as one of its objectives assigning some of the principal responsibility for the
system’s overall development to the states. The national statistical system needs to be built from
the local level up. A national statistical system built on this solid local foundation will be a

successful system and a system worth funding.
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The states are in one of the best positions to observe the negative as well as the positive
reactions to the current federal statistical system. It is the state LMI Divisions that must explain
to employers the reasons for requests for duplicate employment and payroll information from
different federal statistical agencies. It is the states who must explain to users the confusion
associated with different data series covering different time periods, including or excluding

different income sources.

We believe that a reformed system should ensure a prominent state role that encourages
the federal statistical system to evolve as the needs of our murual customers evolve. In other
words, consolidation for greater efficiency is important, but consolidation will not be ef.fective if
it is not responsive to our customers’ needs or if it does not recognize the interdependence of
state and federal needs. The federal statistical agencies have direct customers, such as the
Federal Reserve Bank, while the state’s customers are employers planning business expansion,
economic developers and jobseekers; the needs of all these customers are important and must be

met.

As you develop your reform proposal, ICESA is prepared to assist in additional study and
planning for change.

Thank you for this opportunity to share our ideas with you.
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Mr. HORN. Let’s ask a few questions, and then I think we will
wrap it up.

Just in general are the Federal Government statistical agencies
focusing too much of our statistical resources on the more tradi-
tional parts of the economy and not enough on the rapidly growing
information, technology, and service sector?

Just to pick one, pick biotechnology, which is the most rapidly
growing industry in California. Any feelings on that? I realize some
of you are specialists in a particular area.

Mr. EHRLICH. Let me speak to that.

Mr. HORN. What do you hear?

Mr. EHRLICH. The short answer is yes. The problem is not as pro-
found as it was several years ago.

As you understand, Mr. Chairman, 2% years ago we had the
first comprehensive strategic review of the Nation’s economic sta-
tistics in 40 years, held at the Chamber of Commerce downtown;
and started to get rid of old programs. For example, regional eco-
nomic projections, sub-national retail sales: the leading economic
indicators were farmed out to the private sector so that we could
free up resources for exactly those kinds of measurements. In the
1997 economic quinquennial, I think we will have real balance be-
tween the service and non-service sectors.

On the other hand, the service sectors pose special problems
about their conceptual being. How do you measure a unit of soft-
ware? How do you measure a unit of insurance being provided or
a financial derivative? Who sold what to whom? That requires more
resources so we understand their quality and understand their con-
tributions to economic growth.

With that said, if I may move to my third hand. I believe it is
not the structure of the system that obstructs our ability to answer
those questions right now. It is the level of resources provided to
it, and, to some extent, there are questions of management.

Mr. HORN. What sort of questions of management come to your
mind?

Mr. EHRLICH. Are you willing to establish priorities and enforce
them within the individual agencies as to what is more important
than the next thing? What we did at BEA and Census was estab-
lish that measuring the quality and concept of output and therefore
prices was our most important priority. And while we regretted
very deeply cutting such programs as regional economic projections
or nonresidential building permits that had real value to real
users, they weren’t as important as the central question—are we
getting inflation and growth right? Therefore, they had to go.

Mr. HORN. On that very point, the regional Federal Reserve offi-
cers usually have a chief economist and a number of economists on
the staff and generally try to watch some of that local economic
data. Have you found them wanting? Does that make sense that
they have that role? I realize the two are good for each other, com-
petition and all that.

Mr. EHRLICH. They have that role, but what they provide is not
a substitute. The beige book, which is the summary of their find-
ings, is really qualitative in nature. It is an essay as opposed to a
data series that can be used for business planning and the like.
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I think they use their anecdotal reservoir as a substitute, to some
extent, for data that they used to provide, and when they provided
it, we used it as a complement.

Mr. HorN. OK. Are the Federal Government agencies taking ad-
vantage of the improved methods that businesses use to track in-
formation in order to improve the Federal data collection meth-
odologies? For example—and this is a rather interesting one—do
Federal statistical agencies incorporate the universe America prod-
uct code information tracked by scanners into surveys of economic
data? What is the answer on that one?

Mr. EHRLICH. Not yet. We are designing programs to do so. The
product code isn’t a full universe of products.

The obstacle to using bar code data in a statistical system is to
find a way to bridge between those products that are bar coded and
those establishments that are bar coded, even though they are the
great preponderance of products and establishments, and those
that don’t, so you avoid double counting and the like, and you can
seamlessly capture the entire household goods sector.

I referred in my testimony, in the statement I gave to the sub-
committee, to our ability, once we have that, to get both price and
quantity data from it. I think that the price and quantity data
found in bar codes could be very useful for experiments in meas-
uring the changing quality of goods and, therefore, what the real
impact of inflation has been. But we are not yet at a point where
we can use them as the basis for all of the GDP calculations.

Census is also working on software that a respondent firm could
load into their own accounting systems and that would automati-
cally report to us. At first, it sounds almost nightmarish that you
would allow that, but, in fact, it is the same level of confidentiality
and the same level of assurance that over-the-phone or pencil and
paper reporting provides. It is simply allowing it to happen auto-
matically at lower cost. That is another example of the kinds of
technological opportunities they are pursuing.

Mr. HORN. As you talk, I have been thinking of interesting stud-
ies; and, of course, they probably all would run into the Hawthorne
effect.

For example, if you had a card that you are picked in a random
sample nationally by BLS, BEA, Census, or one of the statistical
agencies, you use that card whenever you make a purchase. That
is registered, obviously. You can pull all of that together.

Now, the mere fact you are designated to be on such a select
panel, Hawthorne told us it didn’t matter what you do. The more
somebody cared about people, they would increase productivity.
Would they go out eating hamburgers and grease when they think
that is the normal thing to do, when the rest of us are out eating
vegetables to avoid hamburgers and grease?

Mr. HORN. Dr. Sondik.

Dr. SONDIK. Actually, we are using that technology in the Na-
tional Health and Nutrition Examination Survey which we are in
the process of implementing. We use it not so much in identifying
products that someone is using but use the technology within the
centers that we have to track the samples that are derived from
the individual and track individuals as they move within our trail-
er examination centers.
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We use it in terms of the home interviews that are done; and we
use it, in fact, in nutrition monitoring, in which we found that the
Hawthorne effect is perhaps not as strong as we might hope that
it would be in terms of what this country is eating.

So I think in that survey, and I would like to think in some of
the other things we are doing, particularly in information dissemi-
nation, we are trying to make as much use as we can of technology
that is really not behind the wave but really is ahead of the wave,
and we are certainly doing it with this survey.

Mr. HORN. Anybody else?

Mr. HAKES. I think all of us favor electronic reporting. We have
used some version of it now for 3 and 4 years, and it keeps getting
better. I think we have to be sensitive to our respondent base. If
even as many as 10 percent of our respondents have difficulty re-
porting electronically, that may be a barrier to us using it for the
whole universe.

Another thing we noticed is once you have a system in place, the
reporting entity is sometimes reluctant to change it. We have sug-
gested removing certain questions to reduce respondent burden;
and the respondent says, don’t take out the question; we don’t want
to change the system.

It gets complicated, but I think there are tremendous potentials
in electronic reporting. A person can get a screen of what they re-
ported last time, simply change the data, or maybe have the data
go in in an automated fashion from their accounting system. That
improves the quality at both ends, and I think that there will be
a lot of movement forward in this area.

The difficulty will come mostly in the small business area, where
that will be a more difficult transition. But that will come, also.

Mr. HORN. Would those of you that operate energy, health, any
of the data banks before us, do you draw on BLS and Census data
in any of your statistical operations? Do you need to use their du-
plications, their series, whatever you want to describe it as?

Dr. SONDIK. Yes. They are actually vital to what we do. But we
have limitations in what we can do now, because we can’t share
data.

For example, the Census Bureau actually implements the health
interview study, which is the core of the Health and Human Serv-
ices survey integration activities. In fact, we are trying to build
surveys around that in a process we call survey integration. But
when we do that, we actually have to derive the sample from that,
and they implement it for us. We could save considerably if we
were actually able to use their sampling frame.

The same goes for BLS, in which we have ongoing discussions,
but, for example, provider surveys—the Secretary tells me she
hates that word provider—but for those who deliver or are involved
in health care, we need to be involved more with them in under-
standing exactly what they are doing. The frames that we could de-
rive from BLS and from Census would be enormously useful in
that.

There are frames that I am not sure we even know about that
could be very useful in health at this point. For example, in energy,
in helping us understand the implications of various forces.
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When we study health, the issue is really the interaction of dif-
ferent forces. Studying health is not only looking at particular
genes, because, in fact, what happens to a person is not just a func-
tion of your gene structure. It is a function of all of the other inter-
plays—the social ones, the ones that have to do with food intake,
for example, and actually the care that is delivered. All of those are
derived from information from different areas and this could be
handled much more efficiently if, in fact, we were able to share in-
formation with confidentiality, which now, with the statistical con-
fidentiality act, we would be able to do.

So it would be of enormous benefit to us, not only in saving
money but from the standpoint of how much it would open the
kinds of studies that we are able to do.

Mr. HORN. I would think your colleague next to you, you have
got energy surveys, probably home heating oil, New England, the
health relationships there, when the price goes up or the energy
deliveries go down in either case.

Dr. SONDIK. As he was speaking, it certainly occurred to me that
was an area that would be important to us, particularly if we could
segment and look at the impact on us and do it on the basis of in-
come. It would be very important.

Mr. HORN. Things generally happen incrementally in Congress
and in the executive branch, too, for that matter. What I am inter-
ested in, since we did have a bill in the last Congress and will
probably have it in again, in terms of Bureau of Economic Analysis,
Census, Bureau of Labor Statistics, are those agencies, the ones we
could start with first, that consolidation might help you more than
it does now?

I would just be curious if there is any reaction on this. I want
to go down the line and see what the views are.

Dr. SoNDIK. It would certainly help us. But I would much rather
see data sharing expanded so that the other agencies could also be
involved.

Agriculture is another area in which the study, for example, of
the environment that the farmer is in, pesticides and so forth,
would be much easier, and it is a very important area. These stud-
ies would certainly be enhanced with that freedom.

Mr. HAKES. From our perspective, I don’t think the issue is con-
solidation. It is confidentiality.

On the residential survey, for instance, we use the Census data
down to about the level of 50 households, and we can go that far
and not have the confidentiality problem.

Then we get the logical thing at that point would be just to con-
tinue right on with the Census data down to the individual house-
hold, but we cannot do that. From that point on, we are on our
own.

Another point of interaction with Census is we actually contract
with them to do the Manufacturing Energy Consumption Survey.
We don’t really deal with the individual respondent data. It does
create somewhat of an awkward situation because I think analysts
having access to that data is important from a quality standpoint.
But we sort of cobble together things now, using the Census as
much as we can, but we sort of reach a point where we have to
stop.
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Mr. HORN. We could solve the confidential situation and then
have some things centralized, others decentralized with access be-
cause of changing the confidentiality access situation that exists
now. So that is another model we might think about.

Canada has presumably—what—a centralized statistical agency?
They include all departmental statistics in their particular oper-
ation?

Dr. SONDIK. I believe they do.

Mr. HAKES. The answer is yes, but I would caveat that in several
ways. For instance, most of what is called—of the energy mining
activities that occur in Canada occur in the Province of Alberta,
and actually the statistics there are collected by the provisional
government, not by the Federal Government, so it is certainly more
centralized than the United States system, but it is not a totally
centralized system.

Mr. HORN. Mr. Ehrlich, how about it?

Mr. EHRLICH. Mr. Hakes makes a good point. The provinces are
more important in Canada. They do bear a much greater portion
of the burden, and they also create a burden of their own, insofar
as the Canadian system is asked to calculate GDP by province on
a quarterly, if not monthly basis. It is an ungodly task.

Were you to consolidate, I would advise you out of my own expe-
rience to start with the five agencies, not the three you mentioned,
and Energy and Agriculture.

You say first why in terms of what I've left out. You have four
agencies in NCES, NCHS, the Bureau of Transportation Statistics,
and Justice Statistics. They have very important functions, and it
provides important analytic and policy direction to the data-gath-
ering processes over which they preside.

The operations of those agencies share two characterizations.
One is that the Census is used, as you’ve heard, to be the wedge
to the system. Census has a world class field force. It’s well orga-
nized. They know how to go out on a low-cost basis and get work
done. In that sense, the system is already centralized at the point
of production. The other thing they share is that they are a conduit
for money to States. And the States then go out and report back
to those four agencies. So there are problems. Their issues are dif-
ferent regarding consolidation or higher levels of coordination. The
five agencies, I think, would allow you to sit down with the man-
agers’ most formidable weapon, a clean piece of paper, and start re-
organizing in a way that some past efforts—Dr. Norwood’s, for ex-
ample—have not.

I think simply taking BLS, BEA, and Census, and creating an or-
ganization chart that has them as three operating divisions misses
all of the nuances that are possible in centralizing functions related
to national income, to personal and household incomes, to industry
studies, to labor market studies, to demographic-based surveys,
and the like. But we do have the opportunity to put common things
together and arrive at common methodological approaches and to
relieve ourselves of duplicate work where it exists. I think we start
at those levels.

Mr. HORN. Interesting.

Mr. Wilson.
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Mr. WILSON. I agree with Mr. Ehrlich. I think it’s important to—
again, to be considering consolidation, which I hope that you do,
that you consolidate along the lines, I think, functionally rather
than just organizationally as it is now with just being separate di-
visions, of BLSS being one division, and Census the other, and BEA
being another.

I think it’s also important to consider that the statistical system
of a Nation generally provides two forms of statistics, public statis-
tics—which are of wide interest and are used by the general public
and data users—and the administrative statistics—which are of
narrow interest and are used primarily by the Federal or State
G%vernments for policymaking purposes, regulatory purposes, and
others.

In that regard, it may be useful to take a look at how the United
Kingdom, Great Britain, has consolidated their statistical system
and how they’ve set up a public statistics service as well as the
government statistics service and see what we can learn from that
and perhaps integrate in the United States.

Mr. HORN. Ms. Vickers.

Ms. VICKERS. Yes, in terms of a consolidation of Federal statis-
tical programs, I think the point we would like to make is just that
the States are definitely involved in the system and interested in
what will happen about it. The national system is a little bit dif-
ferent, in our mind, than a Federal system.

Mr. HORN. Sure.

Ms. VICKERS. Building a system from a local level up would be
a system that would be helpful to our customers.

Mr. HORN. Just for the record, the agencies you represent, the
employment agencies.

Ms. VICKERS. Yes.

Mr. HORN. The Federal-State partnerships since, what, 1934 or
so, somewhere around there.

Ms. VICKERS. Our organization has existed since 1937.

Mr. HorN. 1937. They are providing unemployment data in par-
ticular, aren’t they:

Ms. VICKERS. Yes.

Mr. HORN [continuing]. Through those offices?

What else are they providing?

Ms. VICKERS. They are collectors for the Bureau of Labor Statis-
tics, statistical programs on wages, occupations, current employ-
ment on a monthly basis. The CES programs have a 90, as well as
the unemployment, and employment statistics.

Mr. HORN. Interesting.

Ms. VICKERS. Mass layoffs is another area that the States collect
for the Bureau.

Mr. HORN. While we’re on some of this question, Mr. Ehrlich,
you're a very eloquent person. I knew that from the first hearing
with you. Let me read one of your eloquent statements you once
made in the Chicago Tribune.

Mr. EHRLICH. Oh.

Mr. HORN. No, it’s OK. Don’t worry.

Mr. EHRLICH. OK.

Mr. HORN. Quote: If we can’t maintain a pace of improvement in
collecting economic data as rapid as change in the economy, we're
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going to have the world’s most advanced economy with a statistical
system worthy of a middle tier nation. We need to start looking at
economic data as being as much a part of our infrastructure as our
roads, our ports, and our bridges. They’re part of what makes the
economy go.

Is that a correct quote?

Mr. EHRLICH. Yes, it is.

Mr. HOrN. Could you elaborate on your comment about having
a statistical system worthy of a middle tier nation.

Mr. EHRLICH. This goes to a remark that has been made in var-
ious places in the panel. The economy is changing very rapidly.
When we think about, for example, the problems that we associate
with the statistical system, the measurement of services, our ques-
tions about whether or not we’re overstating inflation and under-
stating growth, they’re all various dimensions of the problem of
economic change.

We have the most innovative, advanced, and technologically pro-
gressive economy in the world, probably the most that the world
can imagine. And that means that we’re continually creating new
kinds of goods and services and that old ones are changing in na-
ture and scope. And the statistical system has to accommodate
those as they occur.

I've often, Mr. Chairman, used the metaphor of the tailor, that
we think of the statistical system being like a tailor measuring
someone for a suit of clothes. And you hold the ruler or the tape
measure up to them, and you read off the numbers, and you write
them down in books. That makes sense only if we accept the fact
that the person that we’re measuring is sprinting as fast as they
can, which means the only way we can do our jobs—and I'll allow
myself to dignify myself by still saying “we”—is by running as fast
as the person we measure and being twice as agile. It’s a formi-
dable challenge.

To some extent, moving toward consolidation would help us meet
that challenge in the various ways that I mentioned. But there are
other dimensions of the problem, and they have to do, as I men-
tioned earlier, with the level of resources we’re provided and with
management will.

The economy has grown by around 40 percent in the last 15 to
20 years, and the number of establishments—number of places
where businesses conducted per unit of GDP—has grown by around
30 percent. And yet in real terms, the resources we’re providing are
still what they were 15, 20 years ago.

Mr. HORN. Yes, Mr. Hakes.

Mr. HAKES. I of course can speak most authoritatively about en-
ergy statistics. I believe that the United States has by far the high-
est quality energy statistics of any in the world, and I think most
countries in the world would agree to that. When the trade press,
which is, I think, the most frequent and eligible user of our data
in many instances or refers to our data, the word “authoritative”
is used as an adjective on many, many occasions.

Last week, one of the trade press referred to our statistics as the
“Bible of Energy Statistics.” Although I think we need to be aware
of opportunities to improve, I think we certainly have within our
system some statistics that are considered the finest in the world.
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And we advise many governments around the world on how to up-
grade their statistics.

I think as we look for opportunities to improve, which I think all
of us are very committed to, I think we have to look at the cen-
tralization versus decentralization question.

I, like others in the room, used to teach political science. But I
started in government 20 years ago, and one thing that struck me
over and over again is—after I worked in several different agen-
cies—there is a tendency if an agency is highly centralized, to be-
lieve that decentralization will substantially improve that agency’s
performance, and if the agency is decentralized, it can be substan-
tially improved by centralization.

Now, any change may cause progress, but any change like that
also has very high transaction costs. And let me give you an exam-
ple. Right now, in energy, there’s a lot of changes going on in the
energy industries. The deregulation of the electric industry that is
going on at the State level may get some boost at the Federal level.
Those industries will look very different a few years from now than
they look now.

Now, if energy has to go through four more layers to get approval
to fix the system, that may cause problems. So that there are some
potentials of integration. There are also some dangers of integra-
tion in not being able to turn the battleship always quickly when
things need to be changed.

I would just mention one more thing from our experience. EIA
itself is a unified agency combined out of several previous agencies.
It was formed in 1977 out of the Bureau of the Mines, the Federal
Energy Administration, and other agencies that were brought in.
When I arrived in 1993, and even to some extent today, you can
see those operating independently within our operation. Whether
you can tell whether they came from the Bureau of Mines, this is
essentially a management project. It is difficult even within our
statistical agencies to do the amount of integration that needs to
be done. And so I think we have to see that there are some poten-
tials in a decentralized system, some in a centralized, and hope-
fully we can find the advantages of both.

Mr. HORN. That’s a very helpful comment.

We have a vote on the floor, and I don’t want to have to recess
and hold you here. But is there any other comment members of the
panel would like to make that we haven’t asked you the right ques-
tion where you should make it?

Dr. SONDIK. Just in terms of consolidation, and perhaps this is
from the health point of view, but I would think it applies across
the board—the statistical agencies are not only archivists, if you
will, but they’re involved in providing the information that we need
for making decisions. And I think in order to do that, you have to
be close to the communities that youre serving or at least have
very strong links to those communities.

And I see in the health-related statistical agencies, the involve-
ment of each of those with their communities is absolutely invalu-
able to what it is they bring to the table in knowledge concerning
where the country is going. In our case, I think it’s even worse
than the tailor running after the person who is sprinting. I'm not
sure we have an idea of any direction that the person is going in
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at this point and really need to be as close to that as we can be,
at the same time that we don’t lose the past thread, so to speak.

Mr. HORN. Any other comments to be made? Ms. Vickers. Mr.
Wilson.

Mr. WILSON. No.

Mr. HoOrN. Mr. Ehrlich. Mr. Hakes.

Dr. SONDIK. Thank you.

Mr. HORN. Well, let me just thank each of you. I think the coun-
try can take great pleasure in the fact that we've got such able peo-
ple running some of our key statistical agencies. I've learned a lot
from this, and we’re going to be consulting you, because I think
that the point that you’ve made in our legislation, we’re just trying
to keep it very simple, but there ought to be some goals and aims
in there.

And when you mention the national economic data and the dif-
ferent series that one might think about, not as definitive but sim-
ply as illustrative, we would simply welcome your comments in the
months ahead, and both my colleagues and the staff, I think, would
want to be interacting with you and some of your other counter-
parts.

I'm familiar with the Bureau of Justice Statistics, because I
spent, I think—well, maybe 15 years on the National Institute of
Corrections after helping found it. And you are right about the
linkages with the community you serve, because I remember when
we wanted to make suggestions to the FBI uniform crime survey
to get women and some of their problems into it, it took quite a
battle almost. And I think some of those days are in our past, but
there are questions that ought to be asked, that if you aren’t close
to the people that are affected, you are not going to really think
about them very much.

So I thank you all for coming. It has been an immensely inter-
esting hearing for me. And with that, we are adjourned exactly at
4 p.m.

[Whereupon, at 4 p.m., the subcommittee was adjourned.]
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